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“INSTALLING NEW EQUIPMENT IS GOING TO SPOi 
A LOT OF FUN FOR EVERETT HERE, MR. WUNKLE 
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r 50 years - d equipment: 
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[-T-E begen © | circuits and connec 


protect electrica : 
been at it ever since: 


,CUIT BREAKER co. 
BREAKERS AND SWITCHGEAR\ 
DN STREETS, PHILADELPHIA, PA. - 
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Now More 


Than Ever— 


Fuel Economy 
Is Vital 


4. Test- 


aboratory. ae 


sy” up. ma T 
Ea 
= ODAY, when all natural re- 
sources are being mobilized for 
the preservation of the nation, the economical use of fuel is 
of prime importance. Gas companies and gas service opera- 
tors know that this is true of natural as well as Butane- 
Propane and bottled gases. Constructive advice and assist- 
ance on the effective use of fuel, which was before simply a 
matter of good business, now becomes clearly a duty. What 
more valuable and timely advice can you give your custom- 
ers than your recommendation that they install, for every 
gas appliance, a reliable pressure regulator? 


Barber Regulators provide safety, fuel economy, and 

Sd better service in any gas appliance. Built with high-grade 
hse seldied: disk bronze bodies, brass working parts, phosphor bronze springs, 
free for your trade, non-deteriorating diaphragms (for Butane-Propane or bottled 
“sll = — gases, regulators are supplied with specially treated dia- 
phragms). Use Barber Pressure Regulators on appliances 


sion and Appliance A ‘ 
8, and Regulators. which you install or sponsor. 


BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland, Ohio 


ARBER oacssune REGULATORS 


Burners For Warm Air Furnaces, Steam and Hot Water Boilers and Gas Appliances 
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jlo pine threading with eae wok 


Fei Leal No. 65 R has a fool-proof 
workholder you set to size instantly 


ie turn the pipe size on the cam plate to the arrow, put the 

threader on the pipe, tighten one screw—and start threading. No 

bushings. It’s an instant, mistake-proof workholder. Setting chasers 

to thread 1”, 114”, 1%” or 2” pipe takes only 10 seconds — no extra 
chasers to waste time; one high speed steel 
set cuts clean perfect threads on all 4 sizes, 
drip threads, short nipples, over and under 
size pipe—so easily you can turn it with 
your little finger. A rugged all-steel and 
malleable alloy die stock, with drop-forged 
hardened steel cam plates. It pays you 
now especially to try this time-and-work- 
saver RIZEID No. 65R at your Supply 
House .. . today! 


THE RIDGE TOOL COMPANY, ELYRIA, 
OHIO, U. S. A. 


RL 





Pipe Wrenches, Cutters, Threaders, Vises | 
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Pages with the Editors 


T HE war emergency has turned up a num- 
ber of reasons for the holding company 
or something very much in the nature of the 
holding company. There is, for example, the 
problem of interconnection and coordination 
of operations which is necessary to level the 
peaks and fill in the valleys of demand in areas 
where there is a shortage of utility service 
supply. 


SucH interconnection and codrdination, of 
course, can be theoretically accomplished by 
mutually codperative acts of neighborly in- 
dependent utility units. But as a practical mat- 
ter no one knows better than the War Pro- 
duction Board that 5 cents’ worth of au- 
thority at the top is equal to a dollar’s worth of 
codperation by association. 


WHEN the power shortage developed in the 
drought-stricken area of the Southeast last 
fall, it took all the authority and ingenuity 
of the OPM Power Branch to create a power 
pool in which publicly and privately operated 
electric producers would contribute without 
friction and with maximum efficiency. 


Ir is a tribute to the patriotic codperation 


ERNEST R. ABRAMS 


Are we getting full value out of the holding 
company during the emergency? 


(See Pace 333) 
MAR. 12, 1942 


FRANK B. WARREN 


Shortage in telephone service will primarily 
be a local exchange problem. 


(SEE Pace 342) 


of all these producers, both public and private, 
that the OPM power pool in the southeastern 
area operated so successfully. It is also a fair 
question whether the same degree of success 
could have been obtained without the back- 
ground of a Federal power boss in a position 
to knock certain heads together if they failed 
to cooperate. It is another fair question to ask 
whether the considerable amount of remaizing 
holding company organization in the South- 
east did not greatly help the task of the OPM 
Power Branch under such circumstances. 


¥ 


N months to come, even the much disputed 
advaritage of “diversification” of opera- 
tions, advocated by some holding company or- 
ganizations, should be put to a test. For ex- 
ample, there is the seasonal resort community 
which may be left high and dry by the vanish- 
ing automobile usage of America at wat. 
Where such a community is tied into a utility 
system which is serving other communities 
whose defense activity is creating an insatiable 
demand for more and more utility service, 
some sort of an economic balance can be struck 
with the least amount of operating dislocation 
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a LARGE CAROLINA PUBLIC UTILITY 
th- H 
he OPM 330,000 /bs. steam/hour, 1025 lbs. design pressure, 


ces, 905° F. steam temperature. 


Riley Boiler, Superheater Steam Temperature Control, Economizer, Air Heater, 
Water Cooled Furnace, Steel Clad Insulated Setting. 
Fired by Riley Pulverizers & Burners. 
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= [RILEY STOKER CORPORATION 
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8 PAGES WITH THE EDITORS (Continued) 


or financial shock. But when the control of all 
of these communities has been localized, serv- 
ice in one may go begging for customers, while 
customers in another may go begging for serv- 
ice. 


STANDARDIZATION in the interest of conser- 
vation of materials, pooling of supplies and 
man power, efficiency in cooperating with ci- 
vilian defense organizations—these are all pos- 
sible advantages for the continuation of large- 
scale utility organization which may be spot- 
lighted by the critical months to come. 


Ir our settled or unsettled opinions on this 
subject permit us to view any of these argu- 
ments or suggestions sympathetically, we may 
read with interest the thought-provoking, open- 
ing article in this issue by “ERNEST R. ABRAMS. 
Mr. ABRAMS is a well-known writer in the 
field of utility finance and regulation. His 
articles have frequently appeared in business 
and professional publications. Until recently 
Mr. ABRAMS was utility editor for The Fi- 
nancial Reporter. 


¥ 


G LANCING over the rest of the articles which 
appear in this issue, we are impressed 
by the fact that they all seem to cover dif- 
ferent phases of this same central problem— 
how to spread the available public utility serv- 
ice evenly over the United States to meet the 
mounting demand of the war program. 


However, it is noteworthy that shortages 
in utility service, especially electric power, 
heralded in recent years as our chief peril, 
have been overshadowed by the shortages of 
many things supposed to be available in abun- 
dance. The clothes we wear, the food we eat, 
materials for our shelter—all of these have 
already come home to the average American 
citizen with brutal frankness while he still 
presses the button of his electric switch, uses 
gas-heated water, or lifts up his telephone re- 
ceiver without a thought or fear about those 
services not being present to respond to his 
demand. 


THE article by FranK B. Warren be- 
gins on page 342. Mr. WarrEN, who is 
principal attorney in charge of telephone mat- 
ters for the Federal Communications Com- 
mission, indicates that eventually we may have 
to ration our telephone service. The communi- 
cations branch of the War Production Board 
evidently feels the same way, because there 
was reliably reperted to be in the process of 
preparation, as these lines were written, a 
rather general order restricting the extension 
of telephone service under some circumstances. 


OsviousLy, this is only the first of more de- 
tailed regulations which will have to follow 
if the telephone shortage reaches the serious 
proportions feared by Mr. WARREN. We may 
yet see telephone companies urging us to wire 
or write instead of vice versa, 


MAR. 12, 1942 


FRED M. DANNENBERG 


Substitutes and added starters in utility equip. 
ment are going to provide a regulatory 
headache. 


(SEE PAGE 347) 


HE article on the effect of the new “war- 

time” savings by ANpREw Barnes, a 
Washington newspaperman (beginning page 
354), is another step in the direction of con- 
serving utility service by making the greatest 
possible use of the daylight hours, 


¥ 


acne there is the strictly regulatory 
repercussion of using stand-by equipment 
under pressure of increasing demand. What 
is going to become of such equipment when 
the emergency passes? How will it be included 
as a matter of rate valuation, both during 
and after the emergency?. And what about 
those facilities which have been created or 
brought into service especially for war-time 
operation, subject to later retirement? 


THESE are the questions explored by Frep 
M. DANNENBERG in his article on the valuation 
of stand-by equipment (beginning page 347). 
Mr. DANNENBERG, a new contributor to the 
FoRTNIGHTLY, is now engaged in completing 
his doctorial dissertation, entitled “The Evo- 
lution of Public Utility’ Accounting,” for a 
Ph. D. in economics at New York Univer- 
sity Graduate School of Business Administra- 
tion. Until recently he was associated with the 
faculty of that institution but has since - 
to Washington as an addition to the staff of 
the Office of Price Administration. 


THE next number of this magazine will be 
out March 26th. 


ue Coli 
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© No office manager or accounting official 
should be without this newest, most 
complete compilation of ideas on record 
retention and use. Send the coupon for | 
free copy. Don’t delay! ee 
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MANUAL 


u Coday ! 


Remington Rand Inc. 
465 Washington St., 
Buffalo, N. Y. 


Loose Leaf Division No. PVF 342 

Yes, | want “The Office Manual of Loose Leaf Binders, 
Forms and Equipment." Send my copy right away. No 
obligation, of course. 


See Sa OOMNOENS Cacccctuccess cacnuccctnagene 
CE ME SNS oS vecccdeetidoveducnacdeddegee 


TELLS HOW TO CUT COSTS, INCREASE 
CLERICAL EFFICIENCY, IMPROVE CUSTOMER 
SERVICE, COVERS EVERY TYPE OF BINDER 
AND APPLICATION FROM SALES TO STOCK 


You need this new “manual.” It will 
bring you up to the minute on housings 
that facilitate full compliance with war- 
time regulations pertaining to record 
retention. It will help you cope with 
coming restrictions of office worker 
shortage. 


100 PAGES 


This is the most complete presentation of 
loose leaf binders, forms and equip- 
ment ever brought within a single cover. 
The 100 pages are lavishly illustrated in 
natural colors. 


YOUR COPY IS READY 


The coupon above will bring your copy 
at once. Just fill in the coupon, mail it 
today, and we will have ‘The Office 
Manual of Loose Leaf Binders, Forms, 
and Equipment” at your desk without 
delay. No obligation! 


a LOOSE LEAF DIV. 


EMINGTON 


* 


BUFFALO, N. Y. 


RAND INC. 
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SOOT BLOWERS 


Last fall. a check was made sign of this boiler, involving 
by Vulcan engineers on a soot- new features in soot-blower 
blower unit installed 4 years design and construction, 
before in a twin furnace steam Vulcan engineers had inspect- 
generator job at Oil City, Pa. ed the installation regularly 
for many months. But the en- 
gineering was sound. No trou- 
ble of any sort developed. Op- 
erators reported perfect clean- 
ing, reasonable cost — and 


=" 
ulings : 
; ‘i The engineers found that 
solution 0 the unit had completed its 4th 
year of operation without one 


terminated instance of servicing, repair, 


scontinuing be en having been VULCAN Soot Blowers were 
heets,” 3%. q : again specified on a duplicate 
ae Because of the advance de- steam generator installation! 
id allowed; 


es held in- Write for Details Today 


VULCAN SOOT BLOWER CORPORATION - DU BOIS > PENNA. 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 





—MONTAIGNE 





Stuart CHASE 
Noted author. 


Epwin G. Nourse 
Director, Institute of Economics, 
The Brookings Institution. 


Criype T. ELiis 
U. S. Representative from 
Arkansas. 


CHARLES E, WILSON 
President, General Electric 
Company. 


Davin LAWRENCE 
Editor, The United States News. 


STATEMENT 
Report of Railroad Securities Com- 
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sociation of America. 


Marriner S. Eccles 
Chairman, Board of Governors, 
Federal Reserve System. 


HucuH CuTHRELL 
Vice president, The Brooklyn 
Union Gas Company. 


James H. McGraw, Jr. 
President, McGraw-Hill Publishing 
Company, Inc. 


Cart A. Hatcu 
U. S. Senator from New Mexico. 
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“Private power plant capacity [by 1946] will increas 
by 40 per cent; public power by 100 per cent.” 


¥ 


“Free business enterprise always has meant discove 
of new resources and new productive processes,” 


¥ 


“The REA has been forced by the power companied 
to enter the field of transmission and generation of 
power.” 


¥ 


“... Tam convinced that the vast majority of Ameri 
cans are better suited to private enterprise than to th 


public payroll.” 
ca 


“What democracy lacks’ today is a spirit of unselfish 


ness. Everybody else but ourselves is today expected t 
make the sacrifices.” 


¥ 


“... the railroads cannot continue permanently undet 
private ownership unless they can regain the confidencé 
of private capital.” 


. 


“No nation can be bankrupt as long as it has all th 
man power, all the productive facilities, and the raw ma 
terials that it had before.” 


¥ 


“T cannot think of a gas or electric company that ha 
really been very much more than a wallflower in the socia 
progress of its community.” 


¥ 


“In time of peace we measure production efficiency | 
terms of money saved. From now on, we must meas 
efficiency chiefly in terms of time saved.” 


¥ 


“The ramifications of the bureaus and agencies of t 
Federal government today extend into every state, ¢! 
village, and I almost added ‘habitation,’ in this land 
ours.” 


12 
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IN SPEEDING WAR PRODUCTION 





Speed in organizing and producing for war requires 
speed in figuring and writing indispensable records. 
Everywhere ...in all branches of the armed services... 
he raw ma in government offices . . . in ordnance plants, arsenals 
and other vital war industries ... Burroughs machines 
ny that hal are providing the fast figures, records and management 


in the socia i z 
aie controls so essential to fast, effective action. 


BURROUGHS ADDING MACHINE COMPANY e DETROIT, MICHIGAN 
efficiency | 





jodays Burroughs 


DOES THE WORK IN LESS TIME—WITH LESS EFFORT—AT LESS COST 
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THURMAN ARNOLD 
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James E. Murray 
U. S. Senator from Montana. 


A Natura GAs EXECUTIVE 
Writing in Gas Age. 


Watter D. Futter 
Former president, National Associ- 
ation of Manufacturers. 


Epitor1AL STATEMENT 
Broadcasting. 


GeorcE A. RENARD 
Secretary-treasurer, National Asso- 
ciation of Purchasing Agents. 


EpItor1AL. STATEMENT 
The New York Times. 


Epwarp B. TwomBLy 
Counsel, Committee for Reémploy- 
ment of Men and Money, Com- 
merce and Industry Association of 

New York. 


SuMNER H. SLICHTER 
Professor, Harvard University. 
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“The outcome of. the defensesprogram may well da 
pend upon the success of the policy of seeing to it that 
private restrictions do not cripple use of the resources 
of this country.” 


> 


“Small business is the biggest business of them q 
No one can properly understand America if he up 
estimates the tremendous importance of the little fellow 
in our present-day economy.” 


¥ 


“Since we will have small success in securing increase 
in rates it is probable that steps will have to be taken 
charge customers for certain services which previous} 
have been on a gratuitous basis.” 


¥ 


“It [industry] wonders how important defense pro- 
duction really is when government sits blandly by while 
two groups of labor leaders make defense plants th 
battleground for jurisdictional warfare.” 


¥ 


“Tdeals and social reforms, experiments and guess 
work are risks even in normal times. But to toy wit! 
American morale, through radio, when the whole Amer 
ican economy is dislocated, seems to be going too far. 


¥ 


“Supply, demand, use, competition, and prices will no 
be determined by market conditions, They will very large 
ly be directed: by the government through prices, priority 
inventory, allocation, and rationing regulations.” 


¥ 


“If the administration persists in ignoring the ty 
prime causes of recent price rises—higher wages 3 
higher farm prices—it will stand accused of lackinj 
either the desire or the political courage really to con 
trol inflation.” 


¥ 


“The welfare of business, of the small leader, th 
young businessman with an idea, of the enterprising in 
vestor, is the prime responsibility of Congress and shoul 
control its acts. If the [securities acts] amendments pro 
posed do not tend in this direction they have failed th 
test.” 


e 


“The first big test of private enterprise will be pro 
vided by the shift from war production to peace-tim 
production. If private enterprise sits back and make 
few plans for this transition, allowing the governmen 
to assume the responsibility for the transition, the pos! 
tion of private enterprise in the community will be m 
jured.” 





ote neat, streamline 
ppearance—easily ac- 
sible to inspection and 


lo superstructure nec- 
sary—easily mounted 
p wall or ceiling. Note 

gap between phases. 
uses can be round or 
quare as shown below. 

















All stresses taken by mounting 
frame with insulators in compres- 
sion loading under all conditions. 


Gasketed covers are housings only, 
—take none of the stress. 


Installation and adjustment made 
before covers are put on. 


Housing covers can be removed 
easily for inspection. 








METAL ENCLOSED 
BUS—E1iminates 


Interphase Shorts. 
Expensive equipment investments may now be safe-guarded 


from interphase shorts often due to dust pocket flashovers 
in congested areas where buses are exposed, or due to 
support structure failure. Here is a new outstanding design 
consistent in cost with any type of bus structure. 


RAILWAY ano INDUSTRIAL ENGINEERING CoO. 


GREENSBURG, PA...... In Canada, EASTERN POWER DEVICES, Ltd., TORONTO 
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Here’s a unit especially designed to provide the modern answer to the steam generating require- 
ments of public utility power stations and large industrial plants. As its name implies, the C-E 
Controlled Radiant Boiler provides an exceptional measure of control over all aspects of operation 
and also utilizes radiant heat to produce a large proportion of the total steam output. 

Among many advanced features of design and construction which distinguish this unit, there are 
four which are especially important both because they are only obtainable in units built by C-E and 
because they provide the means of meeting some of the most difficult of present-day operating 
problems. These features are: 


Provides a maximum amount of radiant sur- Permits control of gas temperatures enter- 
face and greatly reduces the number of tube ing boiler and superheater and of heat ab- 
joints and handholes. sorption throughout unit. 


BIFURCATED TUBE FURNACE 3 ADJUSTABLE TANGENTIAL BURNERS 


Designed to permit low gas velocities in Inhibits foaming and minimizes carryover of 
front section, thus minimizing tendency for moisture and entrained solids in steam leav- 
slag to accumulate. ing the boiler. 


TWO-STAGE SUPERHEATER 4 HYDRAULIC SCREEN 


Because they have made so notable a contribution to the solution of difficult operating problems, 
these features have special significance to utility engineers concerned with evaluation of design and 


performance of steam generating units. Accordingly, they will be discussed separately in future ads. 
A-644A 





C-E PRODUCTS INCLUDE ALL TYPES OF BOILERS, FURNACES, PULVERIZED FUEL SYSTEMS AND STOKERS; ALSO SUPERHEATERS, ECONOMIZERS, AND AIR HEATER 


COMBUSTION 
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SEE FUTURE ADVERTISEMENTS FOR DETAILS OF THESE FOUR MODERN DESIGN FEATURES 


OMBUSTION ENGINEERING COMPANY, INC., 200 MADISON AVENUE, NEW YORK, N.Y. + CANADA: COMBUSTION ENGINEERING CORPORATION, LTO., MONTREAL 


ENGINEERING 
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The careful investor judges a 


security by the history of its - 


production, has established a record of per- 
‘formance that is unequalled in the history 
of insulated wires and cables. 
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Frith in the 
ration of the electric utility 
yhour meter manufacturers, 
, and development of the 
er well ahead of mete 


to this faith and coopé 


sure to be, watthour mete 
r important part in system 


AANGAMO 


18 chapters cover: 


Dielectric Phenomena 
Theories of Dielectric Behavior 
Factors Affecting Dielectric Behavior 
Insulating Materials 
Industrial Motors and Generators 
Large Rotating Machines 
Control Apparatus 
Transformers and Reactors 
Cireuit-breaker Principles 
Cireuit-breaker Constructions 
eels tine Insulators 

ni 
pee tes rresters 


Heating Appli 
Lamps and. ubes 
Meters, Instruments, and Relays 


Insulating Testin 
High-voltage Testing Equipment 





ELECTRIC 
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Now ... the complete, one-volume key to 


INSULATION 


—kinds, applications, testing, theory 


Here is a new and helpful guide for all concerned with the design and use 
of electrical apparatus—a book that covers all aspects of its insulation— 
concisely reviews the theory—describes and compares the materials—and 
gives complete details of the insulation problems present in all types of 
electrical apparatus and how they are solved. 


INSULATION OF ELECTRICAL APPARATUS 


By Douglas F. Miner 


George Westinghouse Professor of Engineering 
Carnegie Institute of Technology 


450 pages, 6 x 9, 306 illustrations, $5.00 


This book bridges the gap between the more theoretical treatments of dielectric 
phenomena and the needs of engineers and designers for data on present-day insulation 
practices. 

From it the reader can get everything necessary to an intelligent approach to insula- 
tiof problems—a correlation of the theoretical and the practical—plus many facts and 
data to help in design or selection of electrical apparatus. 

The section on applications is presented in great detail—covers many specific types 
of apparatus, breaking each one down to show every insulation requirement and best 
Practices in handling it. 

Send check, money order or cash to 


PUBLIC UTILITIES FORTNIGHTLY, MUNSEY BLDG., WASH., D. C. 
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For Defense 


CRESCENT 
CRESFLEX 


NON-METALLIC SHEATHED CABLE 
is immediately availalle 
for defense ude in lange 
guantitied for WANING 


cantoument4, defense 





housing and athenr 
places where ease and 
speed of installation i 
important 


CRESCENT INSULATED 
WIRE & CABLE CO. 




















High Thermal Conductivity of Johns- 
Manville Transite Ducts dissipates 
heat more quickly ... either cuts 
copper losses or increases capacity. 





ABLE OPERATION is improved wherever Transite 

Ducts are used. Made of asbestos and cement, 

; provide a high rate of heat dissipation. This 

ns increased system capacity or lower cable- 

ating temperatures with resultant decreased in- 

tion and I?R losses and longer cable life. 

hat’s more, you spehd less on upkeep, for Trans- 

Ducts can’t rust, rot or burn. They effectively 

st corrosion and do not soften, swell or blister. 

ir smooth bore stays smooth . . . makes cable re- 

yal and replacement as easy as initial installation. 

ese, Tranice Duet come ioe, Haht | seme 3a rnais Doro 
: P 0 gS, JODS a made of asbestos and cement, less 

d quickly and economically. For details, write for separation is required for eagles 


hure DS-410. Johns-Manville, 22 E. 40th St., heat dissipation and fire protec- 
York, N. Y. tion between cables. 


| JM Tehne-Manville 
ote TRANSITE DUCTS 


SER v/ CE, TRANSITE CONDUIT...For TRANSITE KORDUCT... For instal- 

useunderground without lationinconcrete. Thinner walled, 
5 Id EC / F y. a a concrete envelope and _lower priced, but otherwise idene 
Bs pre for exposed locations, tical with Transite Conduit. 


EFFICIENT, 








Marcl 
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HOOSIER ENGINEERING 


CHICAGO 46 SO. STH ST., COLUMBUS, OHIO 


Canadian Hoosier Engineering Company, Ltd. 
Montreal 


ERECTORS OF TRANSMISSION LINE 
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Help! 


More than 400 companies, all over America, are helping General 
Electric speed defense work by supplying parts that G.E. would 
make itself in normal times. 


1. Two of these subcontracting 2, For making searchlights alone, 
firms ordinarily manufacture fish- subcontractors from five states 
ing tackle. Another normally prepare parts. About 75 com- 
makes watches, and still another panies contribute to building a 
makes carpets. steam turbine. 














3. More than 150 different firms 4, Thus dozens of cities and small 
supply partsinasteady,scheduled towns throughout America are 
stream for radio transmitting and becoming partners with G.E. in 
receiving equipment forthe armed _ helping speed the national defense 
forces. program. 


General Electric believes that its first duty as a 
good citizen is to be a good soldier. 
General Electric Company, Schenectady, N. Y. 
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SPRAGUE COMBINATION METER-REGULATOR 


LATEST ACHIEVEMENT 
IN 
GAS MEASUREMENT AND 
CONTROL. 








For Manufactured, 
Natural and Butane Service 


Write for bulletin. 


THE SPRAGUE METER CO. 


Bridgeport, Conn. 











OF BTU CONTENT AT ANY POINT 
ALONG THE LINE WITH 


: atic the peak loads imposed by present day produc- 
tion schedules, close control of BTU content is essential. 
The Connelly Caloroptic provides constant visual read- 
ing in BTU without any log, corrections or calculation. It 
can be installed in a permanent position or used portably, 
making it a simple matter to make spot checks of BTU 
valve at any point in the manufacturing and distributing 
system. 

This constant visual indication of BTU content results in 
increased production, protecting against excessive varia- 
tions in gas quality. In actual use in leading gas plants of 
the country, the Connelly Caloroptic has proved conclu- 
sively that direct savings effected by its use will pay its 
initial cost many times during the first year. 





Write for 
illustrated bulletin 


CONNELLY "2x scones toca 
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AMERICA’S TRUCKS are challenged today 
with the task of doing double-duty and haul- 
ing at double-quick time . . . extra hours, 
more trips, faster schedules. 


The trucks now on the job 
must carry the big load, for 
there will be fewer and fewer 
new ones available for replace- 
ment! Here’s the practical 
way to keep your trucks on the 
job! 

Give your trucks prompt 
service when they need it. 


er 


TRUCK 


INTERNATIONAL 


LAAA 


SreRyict 


Give them the best service you can get—the 
kind you find at International’s 250 Company- 
owned service bases and at thousands of In- 
ternational dealer service stations. Triple- 
Diamond Service—with new efficiency to keep 
America’s trucks rolling! 

Rely on International’s trained personnel, 
modern equipment, and complete stocks of 
first-quality parts. Keep America’s trucks roll- 
ing for VICTORY! 


INTERNATIONAL HARVESTER COMPANY 
180 North Michigan Avenue Chicago, Illinois 


INTERNATIONAL SERVICE 
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A WAR MESSAGE 


ALL EMPLOYERS 


%* From the United States Treasury Department * 


Winntnc Tats War is going to take the 
mightiest effort America has ever 
made—in men, materials, and money! 


An important part of the billions of 
dollars required to produce the planes, 
tanks, ships, and guns our Army and 
Navy need must come from the sale of 
Defense Bonds. Only by regular pay- 
day by pay-day investment of the 
American people can this be done. 


Facing these facts, your Government 
needs, urgently, your cooperation with 
your employees in immediately enrolling 
them in 


A PAY-ROLL SAVINGS PLAN 


The voluntary Pay-Roll Savings Plan 
(approved by organized labor) provides 
for regular purchases by your employees 
of Defense Bonds through voluntary 
pay-roll allotments. All you do is hold 
the total funds authorized from pay- 
roll allotments in a separate account and 
deliver a Defense Bond to the employee 


each time his allotments accumulate to 
an amount sufficient to purchase a Bond, 


You are under no obligation, other 
than your own interest in the future of 
your country, to install the Plan after 
you and your employees have given it 
consideration. 


WHAT THE PAY-ROLL SAVINGS 
PLAN DOES 


1. It provides immediate cash now 
to produce the finest, deadliest fighting 
equipment an Army and Navy ever 
needed to win. 2. It gives every 
American wage earner the opportunity 
for financial participation in National 
Defense. 3. By storing up wages, it 
will reduce the current demand for con- 
sumer goods while they are scarce, thus 
retarding inflation. 4. It reduces the 
percentage of Defense financing that 
must be placed with banks, thus putting 
our emergency financing on a sounder 
basis. 5. It builds a reserve buying 
power for the post-war purchase of 
civilian goods to keep our factories run- 
ning after the war. 6. It helps your 
employees provide for their future. 


Make Every Pay Day - BOND DAY 


U. S. Defense BONDS * STAMPS 


% 
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WHAT 


2500 BOXES OF 
CARBON PAPER | 
THROWN AWAY? | 














Ness iN ONE YEAR, 
BUT WE COULD HAVE 


| SAVED 2085 BUIES 





You're right, young lady! The Egry Speed-Feed would 
have saved the 2485 boxes of carbon paper that went into 
the waste basket. The Speed-Feed converts any type- 
writer into a billing machine in one minute .. . steps up 
the output of typed forms per day 50% (even more)... 
and eliminates the use of costly, wasteful, pre-inserted 
one-time carbon forms! 


Yes, a user of the Egry Speed-Feed 
and 50,000 five-part 814” x 11” Egry 
Continuous Printed Forms per year 
saves 2485 boxes of carbon paper an- 
nually. In dollars and cents that sav- 
ing will more than pay for the use of 
the Speed-Feed for a century or more! 
Literature on request. Demonstration 
in your own office without obligation. 
Address Dept. F-312. 


EGR 


The EGRY REGISTER Company 
Dayton, Ohio 
SALES AGENCIES IN ALL PRINCIPAL om @ we @ 28 


The Egry Register Co. (Canada) Ltd., King and Dufferin Streets, Toronto, Ontario, Canada 
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‘HELPING TO 
A WAR 


“What am I doing to help win 
this war?” That’s a question 
everyone should ask himself. 
We did —and here’s an 
account of our contribution 
to victory. We are making 
heat controls required for 
national defense. Many of 
these are going into equip- 
ment for defense housing 
where they will help supply 
defense workers with properly 
cooked, energy-building foods. 
We have converted a large part 
of our civilian facilities and have 
added tremendously to our plant 
capacity—all of these facilities 
producing munitions for the 
armed forces. We are working 
24 hours a day, 7 days a week 
to supply our share of the maxi- 
mum effort required to win 
total war. 


ROBERTSHAW 


HEAT CONTROLS 











ROBERTSHAW. THERMOSTAT COMPANY 
: YOUNGWOOD, PA 
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BAYER SOOT CLEANERS 


APPLIED TO 


MODERN PUBLIC UTILITY BOILER 


605,000 LBS./HR BOILER PULV. COAL FIRED 
1350 LBS. PRESSURE 950°F. STEAM TEMPERATURE 


THE BAYER COMPANY 


ST. LOUIS, MISSOURI 
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Vig You Must! 


= Before You Lay the Pipe— 
| (753 GES 


Dig Anywhere—Anytime 
AT LEAST COST 


“Clevelands” are the “workingest’ 
equipment you ever saw or used. Here 
is real trenching performance of the 
highest type. Time-tested, time-proven 
wheel type full crawler design is backed 
by sound engineering and solid quality 
all the way through. 





Compact, yet rugged, with superfluous 
weight eliminated and amply powered 
for the toughest tasks in any type of soil, 
“Clevelands” speed up every operation 
incidental to mechanical trenching and 
deliver maximum performance whether 
the jobs are in the close confined areas 
of city and suburbs or on main lines in 
open country. Easy to operate and trans. 
port (on specially built trailers) “Clevelands” fit into more jobs and reduce 
trenching costs to the minimum. 


You take no chance on “Clevelands” for they are sold on a guaranteed satisfac- 
tion basis. Write today for details. 


THE CLEVELAND TRENCHER COMPANY 


"Pioneer of the Small Trencher" 


20100 St. Clair Ave. Cleveland, Ohio 


Another Big Time Saving ‘Cleveland’ feature— 
Truck speed transportation on Special Trailer. ‘‘Cleve- 
lands” load or unload in 10 to 15 minutes. 


[Le CLEVELANDS ©] | 
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Check your own routines. You'll see that 
they are largely a hand-made, repetitive 
job. And today that job is complicated 
and slowed up by two conditions—trained 
help becomes scarcer, and the need for 
quick, accurate figures is even more 
pressing. 
What’s the answer? Thousands say, “DITTO’S 
MISTAKE-PROOF, INSTANT-ACTION 
METHODS!” 


With Ditto in charge of your operating statements, 
payroll, and reporting routines, NOTHING EVER 
IS RE-WRITTEN. You write it— ONCE—and that’s 
the end of it. 

Human and machine errors are impossible. The 
wanted data is complete. The routines go through, as 
arule, in ha/f the time...and that’s the answer to today’s 
needs!...Get the answer! Mail the coupon 
now — while you’re thinking about it. 


DITTO, Inc. 
Send coupon for fasci- 70 S. Oakley Blvd., Chicago 


ow has ip egy labo Gentlemen: Without obligation please send me: 
ing,” and “Copies, Their ( ) Data on Ditto Utilities Methods 

Place in Business’’—a ( ) Arrange a Ditto demonstration for me 
profitable move for any 

executive! 


DITTO 
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An Elliott 2000-hp. 3600- 
r.p.m. squirrel-cage induction 
motor driving a high-pressure 
boiler-feed pump in a recent 
central station installation. 


-in large two-pole moto 


for utility service 


Important public utility plants are showing a preference 
Elliott motors for driving the large high-pressure boiler- 
pumps on modern boiler installations. The list of Elliott la 
two-pole induction motors which have been furnished to uti 
stations within the past couple of years is impressive. 


Central station operators have found that in_high-spe 
motors Elliott engineers really have something on the ball. ( 
course, this is due to extended experience in this field. Elliotte 
gineers started developing this type of motor more than 25 yea 
ago, were successful then, and are even more so today. A 
of good experience can be packed into a quarter of a centu 
and you get the benefit of that experience when you sped 
Elliott motors for your high-speed drives. 


Since Elliott Company does not build small motors, it has ¢ 
centrated on the larger more special types. 


Write for the bulletin for details on these motors. 


ELLIOTT COMPANY 


Electric Power Dept., RIDGWAY, PA. 
DISTRICT OFFICES IN PRINCIPAL CITIES 
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4 AGA Industrial & Commercial Gas Sales Conference begins, Pittsburgh, Pa., 1942. 
Southeastern Electric Exchange opens sectional meeting, Raleigh, N. C., 1942. 





ei ore Society of Civil Engineers, Texas Section, starts spring meeting, Austin 
ex. 2. 





q{ Missouri Valley Electric Sain will hold annual engineering conference, Kansas 
City, Mo., Mar. 26, 27, 1942. 








{ Kansas Telephone Association will hold meeting, Topeka, Kan., Apr. 2, 3, 1942. 








{ Wisconsin Utilities Association starts sectional meeting, Milwaukee, Wis., @ 
1942. 








{ American Railway Engineering Association opens session, Chicago, 








q Texas Telephone Association opens convention, Dallas, Tex., 1942. 





New England Gas Association starts business conference, Boston, Mass., 1942. 








{ Iowa Independent Telephone Association will convene for annual session, Des Moines, 
Iowa, Apri. 7-9, 1942. 





4 Midwest Power Conference will be held, Chicago, Ill., Apr. 9, 10, 1942 





{ Mid-West Gas Association wil] hold annual convention, Sioux City, Iowa, Apr. 13-15, 
1942, 





{ Oklahoma Utilities Association starts meeting, Oklahoma City, Okla., 1942. 
| American Society of Mechanical Engineers convenes, Houston, Tex., 1942. 





q Missouri aarncietion of Public Utilities will hold annual convention, St. £) 
Louts, Mo., Apr. 14, 15, 1942. 

















1 Maryland Utilities Association will hold spring meeting, Baltimore, Md., Apr. 
, 1942. 
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ourtesy, General Electric Company 


Close-up of one of the sets of insulators in the oil 
circuit breaker—said to be the fastest operating 
in this country—recently installed to protect 

power supplied from the Bonneville hydroelec- 
tric project to important war materials’ 
production areas in the Northwest. 


ee ee 
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All Utility Companies Need 
Is a Square Deal 


Tendency of present emergency to stop much 
unwarranted criticism of private enterprise. 


The present administration, public power minded though it be, declares 

the author, has no choice but to keep the utilities of the country in healthy 

financial shape, to insure that vital services are not interrupted—since 
utility services have become sinews of war. 


By ERNEST R. ABRAMS 


or the past thirty-five years, reg- 
ulation of public service institu- 


tions by state authorities has 
been an accepted procedure in the 
United States. In fact, except for Dela- 
ware, every state in the Union and the 
District of Columbia now control one 
or more forms of public service. But 
Federal regulation of public utilities 
may be said to have arrived with, and 
to have been a product of, the New 
Deal. To be sure, the Federal Power 
Commission was established more than 
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a score of years ago, but, prior to 1933, 
its jurisdiction was confined largely to 
obstructions sought to be established 
in the truly navigable streams of the 
country. 

Furthermore, despite numerous con- 
gressional enactments providing in- 
creased governmental control of utili- 
ties since 1933, the establishment of 
added regulatory bodies, and expan- 
sion of the powers of those in exist- 
ence, Federal utility control may be 
said not to have assumed serious pro- 
MAR. 12, 1942 
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portions until after Belgium and Hol- 
land were overrun by Nazi hordes 
and we became conscious of the inade- 
quacy of our own defense facilities. 
For it was the combination of nation- 
al defense activities and Federal regu- 
lation that created a serious threat to 
utility earnings. Actual declaration of 
war last December only intensified its 
perniciousness. 

Today, public services of practical- 
ly every variety are faced with prob- 
lems of the first magnitude, three of 
which it is proposed now to examine. 
First, it is possible that the fair rate 
of return utilities are granted an op- 
portunity to earn will be reduced. Sec- 
ond, and, in a fashion, part of the first, 
the tendency of regulatory authorities 
to deny utilities the right to deduct in- 
come and excess profits taxes before 
computing rates of return will be ex- 
plored. And, third, the chance that util- 
ities will be required to account depre- 
ciation for all purposes at rates re- 
ported to Federal taxing authorities 
will be considered. Then, just for the 
fun of it, the recent complaint of a 
contributor in these pages? about his 
74 per cent loss in paper value of the 
holding company shares he bought in 
1937 will be reviewed. 


B uT before digging into that sort of 
stuff, maybe we’d better give a 
little thought to the wisdom of utility 
regulation. C. W. Kellogg of Edison 
Electric Institute had this to say about 
its desirability, and the need of wisdom 
in its application, before the Fifth Ac- 
counting Conference at Cincinnati last 
April. 
It makes sense : 


1Pustic UtiLities FortNicHTiy, Vol. 


XXVIII, No. 13, p. 806, Dec. 18, 1941. 
MAR. 12, 1942 


Everyone who is experienced in the utilip 
business recognizes that governmental regu. 
lation has value to that business . . . and thy 
public, somewhat like a governor to one oj 
our steam or hydro turbines. The forces y 
play in each case are too destructive not j 
be properly controlled. To continue the ang, 
ogy, if the governor on the turbine is tq 
sensitive or too sluggish in action, it ca 
seriously impair the quality of service it i 
designed to control. In the case of govem. 
mental regulation the process must be bot) 
fair and reasonable and also informed }; 
fact and experience, if impairment of ser. 
ice is not to result. 


Regardless of whether governmen. 
tal regulation of utilities is adminis. 
tered with understanding or prejudice 
no matter whether its objectives ar 
cooperative or punitive, its end-resui 


is always the establishment of a ceil-f 


ing for earnings. For it’s earnings and 
not rates that are controlled, because 
earnings, assuming efficient manage. 
ment, are the product of the rate base 
and the allowable rate of return. And 
both these factors, in the words of the 
late Justice Brandeis, are subject “to 
the fickle and varying judgment oi 
appraisers, commissions, and courts.” 
The potential adversity to publi 
utilities—largely of the operating va 
riety, of course, since that’s where the 
dough is collected—in these “fickle and 
varying judgments” lies in the rela 
tively large sums required to create 
service facilities. Since utilities, on the 
average, require eight times as much 
capital as the mine-run of industries 
to produce a dollar of annual gross 
revenues, around a third of their total 
annual income, assuming an over-all 
capital cost of 6 per cent, must go for 
the wages of money invested in facili 
ties, compared with about one-twenty- 
fourth of the annual receipts of non- 
regulated business. That’s a terrific de- 
mand—one which is greatly intens 
fied by political master-minding. 
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ALL UTILITY COMPANIES NEED IS A SQUARE DEAL 





Regulation of Public Utilities 


sag gee utilities, because of their unusual characteristics, have 
been declared monopolies in most parts of the United States, 
and protected from competition. In return, they have been forced to 
submit their service charges to public regulatory bodies for approval. 
And one of the duties of public service commissions ts to see that 
rates for utility services, economically and efficiently rendered, are 
adequate to provide a reasonable return, but no more, on the capital 
invested in facilities devoted to public service.” 





i Pr current argument for lower- 
ing the maximum rate of return 
utilities will have an opportunity to 
earn on the capital invested in facili- 
ties devoted to public service seems a 
bit silly. It has been submitted, in and 
out of regulatory circles, that since the 
Federal government has succeeded in 
forcing the banks of the country to 
finance its annual deficits at rates of 
23 per cent or less, by destroying most 
of the incentive for private borrowing, 
and since top-flight utilities have been 
able to hire debt money (usually about 
half the capital they need) at around 
3 per cent, a maximum allowable re- 
turn of 6 per cent on capital is exces- 
sive, 


But the cost of money to all utili- 
ties—not just those of highest credit 
—is more on the order of 44 per cent 
today, despite the numerous refund- 
ings of the past five years. And while 
high-grade utilities have been able to 
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engage preferred stock money for 44 
per cent or less, its average cost to 
utilities in general has been more on 
the order of 6 per cent. Then, too, the 
cost of equity money to utilities has 
ranged from around 8 per cent for the 
“hot” ones to upwards of 20 per cent 
for those rather chilly. The average 
cost of equity money to utilities—base 
it, as you will, on current market value 
of common shares or sales of equity 
stocks to the public—is somewhat 
above 10 per cent. Cast all this and 
you'll find the average cost of capital 
to the mine-run of utilities is around 
6 per cent or better. And despite all 
the smart little boys on the job, the 
New Deal hasn’t been able to do much 
about it. Sure, it reduces their cost of 
borrowed money, but, by doing so, it 
boosts the cost of partnership shares. 
It’s all kind of screwy. 


Moreover, if the utilities of the 
country are to raise any substantial 
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portion of their future capital re- 
quirements, both for refunding and 
expansion purposes, through the sale 
of common shares, upon which the 
Securities and Exchange Commission 
now seems rather insistent, prospective 
purchasers doubtless will demand more 
than glib assurance that their funds 
will be adequately rewarded for risks 
assumed. 

Of course, if the municipalities of 
the country were to take over their 
public services with funds derived 
from public sale of tax-free issues, or 
borrowed from Federal agencies, as 
some prophets of gloom suggest, the 
cost of utility services would under- 
go an apparent reduction. But the 
eventual savings to the cash customers 
would be nil. As some realist with a 
sense of humor remarked the other 
day, “There ain’t no such thing as a 
free lunch.” Eventually, you pay for 
it. 

In like manner, the transfer of tax- 
paying utilities from private to public 
ownership obviously would result in 
serious loss of revenue to the Federal 
government during one of the most 
critical periods of history, and at a 
time when the Secretary of the Treas- 
ury is willing to incur the opposition 
of political subdivisions by proposing 
that the $20,000,000,000 of state and 
local government bonds, now in the 
hands of the public, and sold to them 
with every assurance of exemption 
from Federal exactions, should now 
be subjected to Federal income taxes. 
For that reason, the assumption that 
political subdivisions will be permitted 
to issue tax-free bonds to acquire tax- 
paying industries, and remove them 
from tax rolls, is preposterous in days 
of great revenue need by the Federal 
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government, particularly when utility 
systems have proved such efficien 
agencies for the collection of pubi¢ 
revenues with the least public squawk. 
ing. For every utility that passes from 
private to public control deprives th 
Federal government of irreplaceatk 
revenues, since publicly owned util. 
ties are beyond the reach of Feder, 
tax collectors. It appears unreasonable 
to assume that even the present public 
power-minded administration woul 
favor widespread public acquisition of 
privately owned, tax-paying utilities, 
when it would mean the certain loss 
of badly needed revenue. 


B” even were the Federal govern. 

ment willing to forego the $400; 
000,000 or so in taxes collected an- 
nually from privately owned utilities, 
it is doubtful whether the political sub- 
divisions of the country could raise 
the score of billions—an amount 
equivalent to the outstanding debts of 
all our states, counties, municipalities, 
school districts, and similar units of 
government—necessary to acquire the 
privately owned utility systems now 
serving them. For they first would 
have to compete with the Federal gov- 
ernment for every unemployed dollar 
in the land and, between the two, in- 
vestors would be sure to ask which is 
more important to the security of 
America—public ownership of exist: 
ing utilities or airplanes, municipal 
electric plants or battleships, publicly 
owned gas systems or antiaircraft 
guns. 

Many American communities, more- 
over, already have borrowed so heavily 
for nonessential purposes that they 
have approached their legal debt limits, 
and unless revenue bonds could be sold 
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TABLE I 


AVERAGE Prices oF ‘(COMMON STOCKS OF UNITED STATES CorPORATIONS LISTED 
On THE New York Stock ExcHANGE—By INDUSTRIES 


Industries 
Automobiles, including parts 
Finance 
Chemicals 
Building and construction 
Electrical equipment 
Food and food stuffs 
Farm machinery 
Machinery and metals 
Amusement 
Land, realty, hotel 
Mining 
Petroleum 
Paper and publishing 
Retail merchandising 
Railroad 
Steel, iron, iron mining, coke 
Textile 
Airplane, airways, airports 
All utilities 
Business and office equipment 
Shipping service 
Shipbuilding and operating 
Armament manufacturing 
Leather and boot manufacturing 
Tobacco 
Rubber tire and goods 
U. S. companies operating abroad 
Miscellaneous businesses 


Average—All U. S. companies 
x—lIncrease. 


they would be unable to issue securi- 
ties for the needless acquisition of util- 
ities already serving them. But even 
if so vast a sum as twenty billions could 
be diverted from the war effort, there 
is grave doubt whether the cost to 
them of capital would be as low as the 
present wage of money paid by private 
utilities. American communities in the 
past have enjoyed high credit, despite 
occasional welching when they drove 
abad bargain (that Seattle street rail- 
way purchase during the last war, for 
example), largely because the most of 
them have confined their capital en- 
gagements to essential functions of 
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January Per C ent 
i 0 
1942 Decline 
55.9 
56.4 
31.7 
66.5 


January 
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government—to the establishment of 
police and fire departments, to the erec- 
tion of school and public buildings, to 
other such vital and recognized pur- 
poses of government. 


r the municipalities of the country, 
however, were to attempt the dou- 
bling of their present debts for the pur- 
pose of ousting private enterprise 
from fields of public service, in which 
they have demonstrated their efficien- 
cy, it is doubtful whether the general 
public, which is becoming increasingly 
cognizant of political ineptitude in the 
management of enterprises, and which 


MAR. 12, 1942 





PUBLIC UTILITIES FORTNIGHTLY 


eventually must pay for political blun- 
ders, would sanction the move or pro- 
vide the requisite capital. Too many 
of them recall that George Washing- 
ton, in his oft-quoted Farewell Ad- 
dress, cautioned the American people 
to “cherish public credit”—it sounds 
silly in these free-spending days, 
doesn’t it?—and warned them that 
“one method of preserving it is to use 
it as sparingly as possible.” 

What has all this to do with lower- 
ing the permissible rate of return pri- 
vately owned utilities will be allowed 
to earn on the capital invested in fa- 
cilities devoted to public service? Just 
this: With modern wars primarily a 
conflict between factory-built ma- 
chines, with three-fifths of American 
factory equipment now driven by elec- 
tric power purchased from central sta- 
tions, and, to a lesser extent, with nat- 
ural gas now the prime source of en- 
ergy utilized by industrial plants, these 
utility services have become sinews of 
war, and their service facilities ram- 
parts of national defense. That being 
the case, the present administration, 
public power minded though it may be, 
has no choice but to keep the utilities 
of the country in healthy financial 
shape, to insure that vital services are 
not interrupted. And that can be as- 
sured only by permitting them an op- 
portunity to earn a rate of return ade- 
quate not only to reward the capital 
invested in facilities devoted to public 
service, but to attract capital for ex- 
pansion. 


, I ‘HE tendency of regulatory au- 
thorities to deny utilities the right 


to deduct income and excess profits 
taxes before computing rates of re- 
turn is, in many respects, just a phase 
MAR. 12, 1942 


of the problem already explored. | 
revolves around the desirability ang 
necessity of keeping public services 
sufficiently healthy to insure contin. 
ity and adequacy of service, and t) 
guarantee a steady flow of revenue to 
the Federal government. For any im. 
pairment of their ability to serve the 
general public, both as utilities and as 
tax-gathering agencies, would be on 
par with killing the goose that laid the 
golden eggs. In addition to contrib. 
uting the $400,000,000 already noted 
to the Federal government, our pri- 
vately owned public utilities, on the 
basis of preliminary estimates, paid 
some $600,000,000 to state and local 
governments during 1941. And that 
isn’t “hay,” even in these days of 
astronomical appropriations. How 
much they'll be called upon to pay in 
future years is anybody’s guess; it'll 
be more than last year. 

In the December 5th FortNnicHTLy 
of 1940, then chairman of the District 
of Columbia Public Utilities Commis- 
sion, the late Riley E. Elgen recorded 
that “regulated industries, such as gas 
and electric utilities, railroads, com- 
munications, pay two and three-quart- 
ers as much for taxes for each dollar 
of business done as do unregulated in- 
dustries.” Moreover, he went on to 
show that if unregulated business had 
paid taxes in the year under review at 
the same rate as regulated industries, 
its aggregate tax bill would have been 
almost two billion dollars higher. And 
he further developed the fact that 
where all regulated industry paid an 
average of 11.1 cents of each operating 
dollar received annually in taxes, the 
fourteen nonregulated industries pay- 
ing the highest taxes in the country 
had to surrender to taxing authorities 
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only 5.7 cents of each dollar of annual 
business done. Each of these nonregu- 
lated industries, obviously, could have 
passed its taxes along to the buying 
public through price boosts, subject 
oily to the pricing policies of competi- 
tors. But none of the regulated indus- 
tries, the price of whose services is 
fxed by public contract, could have 
done so. Tax increases have to be ab- 
sorbed by investors in public services ; 
they come out of their hides. 


| utilities, because of their un- 
usual characteristics, have been de- 
cared monopolies in most parts of the 
United States, and protected from 
competition. In return, they have been 
forced to submit their service charges 
to public regulatory bodies for ap- 
proval. And one of the duties of pub- 
lic service commissions is to see that 
rates for utility services, economically 
and efficiently rendered, are adequate 
to provide a reasonable return, but no 
more, on the capital invested in facili- 
ties devoted to public service. That be- 
ing the case, utilities have an obliga- 
tion to the public to provide adequate 
and continuous service at fair rates, 
but the public likewise has an obliga- 


tion to utilities and their investors; an 
obligation to see that they are per- 
mitted an opportunity to earn fair and 
reasonable compensation for the use 
of capital employed for public benefit. 
And, obviously, if part of that fair 
and reasonable capital hire is seized 
by tax gatherers before those who have 
devoted it to public service can get it 
into their pockets, confiscation is the 
result. 


HE third problem to be discussed 

—the possibility that utilities will 
be required to charge depreciation for 
all purposes at rates reported to the Bu- 
reau of Internal Revenue—has several 
aspects deserving of consideration. In 
recent years utility critics, both in and 
out of Federal employ, have sought to 
convey the impression that privately 
owned public services, in reporting de- 
preciation to stockholders and regula- 
tory commissions at rates below those 
reported to Federal taxing authorities, 
had been guilty of wrong-doing. Actu- 
ally, however, the arbitrary standards 
fixed by the Internal Revenue Depart- 
ment and the idiosyncrasies of income 
tax administration largely have been 
responsible for the practice. 


e 


TABLE II 


AVERAGE Prices oF Various CLASSES oF Pusiic Utitiry Common Stocks 
LISTED ON THE NEw York Stock EXCHANGE 


Classifications 

Gas and electric utilities 

Gas and electric holding companies 
Cable, telephone and telegraph, radio 
Tractions 

Omnibus operating companies 

Water and central heating—x 


Average—All utilities 
x—Only one company. 


January Per Cent 
0 
Decline 


60.6 
76.3 
39.1 
95.0 
40.8 
27.1 


49.8 


January 





MAR. 12, 1942 





PUBLIC UTILITIES FORTNIGHTLY 


pr to 1937, in accordance with 
the provisions of the Uniform Clas- 
sification of Accounts for Gas and 
Electric Utilities adopted by the Na- 
tional Association of Railroad and 
Utilities Commissioners, the retire- 
ment reserve method of providing for 
property retired from service was 
widely employed. And under this 
method charges against revenues were 
substantially lower than would have 
resulted from the use of straight-line 
depreciation accounting. But, as The 
Commonwealth & Southern Corpora- 
tion pointed out to the Securities and 
Exchange Commission in the summer 


of 1940, 


Although sound business judgment and 
regulatory and rate-making principles estab- 
lished by commissions and courts have caused 
the utility companies to follow the retire- 
ment reserve method in their books and 
financial statements during the years it was 
authorized by regulatory commissions, they 
could not, without financial loss, follow any 
method in the income tax returns other than 
that adopted by the Bureau of Internal Rev- 
enue for the reason that if the taxpayer does 
not deduct in his tax return the full amount 
of allowable depreciation, the amount which 
was not taken in the return is lost as a future 
tax deduction. Taxpayers are therefore vir- 
tually forced tc deduct in their income tax 
returns the maximum amount of deprecia- 
tion which is allowable under the arbitrary 
standard fixed by the Bureau of Internal 
Revenue, 


Among other aspects of a “single 
standard” of depreciation accounting 
deserving brief comment are the facts 
that the depreciable investment has no 
true relation to plant cost, and that the 
allowance for depreciation in deter- 
mining taxable income is not a measure 
of depreciation of property cost or 
value. 


a nae, the change in ac- 
counting procedures prescribed 
by regulatory authorities since 1937 
has had the effect steadily of bringing 
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the two depreciation standards more 
closely into line with one another, de. 
spite the fact that the same rates of de. 
preciation for different classes of prop. 
erty need not be the same for regula- 
tory and income tax purposes. The 
threat to utility profits in this merging 
of depreciation standards lies, obvious. 
ly, in the rapidity with which the proc. 
ess is forced. For its net effect will he 
to increase depreciation expense at a 
time when taxes and operating costs 
are advancing. 

In fact, the ultimate prosperity of 
public service corporations, and the 
quality of service they will be able to 
render, are closely bound up with the 
fairness and reasonableness of govern- 
mental regulation. If public control of 
utilities is “informed by fact and ex- 
perience,” if its objectives are not de- 
termined by prejudice, not only op- 
erating utilities but their parental hold- 
ing companies will prosper and service 
will continue to be adequate, despite 
the heavy demands being made upon 
them by the war. But if they are not 
regulated with reason by a revenue- 
seeking national government and the 
states, impairment of services and f- 
nances is certain to result. 

Many of you will recall an article 
published in the FortN1GHTLY last De- 
cember in which the author recounted 
his unhappy purchase of “a few shares 
of the stock of a holding company at 
a price of 27,” only to have it drop to 
7, and of subsequent caustic comments 
from the distaff side of the dinner 
table. Married men will sympathize 
with him for his error in judgment. 
But the significant point in his loss of 
approximately three-quarters in quoted 
value of his capital is that he would 
have had to be a mighty good picker 
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of common stocks to have done very 
much better in any other field. 


ABLE I, accompanying this discus- 
2 pen is comprised of data taken 
directly from official records of the 
economic department of the New York 
Stock Exchange, and shows the 
changes that have occurred in quoted 
values between the first days of 1937 
and 1942 of all official classifications 
of common stock of companies incor- 
porated in the United States and listed 
on the “Big Board.” For it was in 1937 
this author bought his shares, and since 
President Roosevelt, early in that year, 
had made his surprising remark that 
commodity prices were too high—an 
assertion that sent stock prices tobog- 
ganing—we may assume he parted 
with his cash pretty early in that year, 
before such warning of obvious dis- 
aster to equity prices was issued. 
These data reveal some interesting 
facts regarding the calamity that has 
overtaken common stock prices in the 
past five years. Only one of the 28 
groups of common stocks—shipbuild- 
ing and operating companies—was sell- 
ing higher, on the average, on the first 
business day of 1942 than it was five 
years earlier, while all listed common 
shares of U. S. incorporated compa- 
nies have lost an average of nearly 47 
per cent of their quoted worth during 
the same period. Moreover, while an- 
other classification was less than 8 per 
cent lower than it was five years be- 
fore, the quoted values of five industry 
groups were down more than 30 per 
cent, eight were down more than 40 
per cent, seven more than 50 per cent, 
four more than 60 per cent, one more 
than 70 per cent, and another more 
than 80 per cent. And it is noteworthy 
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that the decline in market value of all 
utility stocks as a group was less than 
6} per cent greater than the average 
loss of all listed common stocks. 


HIS hopeful speculator, however, 

did not buy a cross-section of pub- 
lic utility equities. He made his bet on 
the shares of a specific public utility 
holding company, probably of the gas 
and electric variety. And for that rea- 
son it becomes necessary to break down 
the Stock Exchange’s utility classifica- 
tion in Table I, to determine the ex- 
tent of market decline suffered by the 
equities in each of six divisions com- 
prising the utility group. This has been 
done in Table II, from which it will 
be noted that only the listed traction 
equities suffered a greater loss in 
quoted values over the past five years 
than those of gas and electric holding 
companies. 

This breakdown of the Stock Ex- 
change’s utility classification tends, 
moreover, largely to explode a theory 
often advanced over the past decade by 
speculators and regulatory officials 
alike. For years, now, we have been 
told that gas and electric holding com- 
pany equities have little or no value, 
but that the common stocks of oper- 
ating companies are sound invest- 
ments. Yet, as Table II reveals, the 
loss in market value of gas and electric 
operating company equities over the 
past five years has been nearly 80 per 
cent as large as that sustained by hold- 
ing company common shares. 

It becomes apparent, then, that only 
by confining his equity purchases to 
shipbuilding and operating companies 
could this gentleman from Indiana 
have avoided loss in quoted values 
over the past five years. 
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Rationing Telephone Service 


This service, says the author, as the result of war 

dislocation, will not be so good as it has been in 

many localities but it should be completely adequate 

for all defense purposes and satisfactory to the pub- 
lic as a whole. 


By FRANK 


RECENT article appearing in 
A Telephony by E. C. Blomeyer, 
vice president of Theodore 
Gary Co., directs attention to the cer- 
tainty that telephone service to the 
civilian, nondefense subscribers can- 
not be maintained at its present stand- 
ard and that “business as usual” is out 
the window in the telephone industry 
as well as in the industries which are 
engaged in purely defense activities. 
He cites the tremendous increase in 
stations in late 1940 and 1941 and the 
dwindling supply of raw materials as 
the pincers closing in on the mainte- 
nance of existing standards of service, 
both toll and exchange. There are other 
factors which will serve to degrade ex- 
isting standards. Labor, both skilled 
and unskilled, is always less efficient 
in war times. Many of the more effi- 
cient and experienced employees are 
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lost to the armed forces and the in- 
creased demand due to the war boom 
must be met with newer and fewer em- 
ployees. 

The situation is aggravated by raw 
material shortages which lead directly 
to shortages of equipment. The short- 
age of efficient operating personnel 
during the last war probably had as 
much as anything to do with the in- 
troduction of automatic switching 
equipment on a large scale. With the 
large amount of automatic switching 
equipment now in use, the effect of less 
efficient operating personnel should 
not be so pronounced as in 1917-1918. 

There would seem to be no room for 
argument on the proposition that the 
telephone industry must conserve stra- 
tegic war materials, such as copper, and 
available labor supply to the greatest 
possible extent and must guard against 
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the creation of excess investment in 
short-lived plant which may prove to 
be a burden on the using public with 
the return of normal conditions. 

According to reports, substantial 
progress is being made in rationing 
available electric power supply by in- 
terconnecting transmission systems so 
as to move the surplus at one locality 
to another. Long natural gas transmis- 
sion lines are an example of moving 
the fuel supply to the locality where 
needed. 


b Sav problem facing the telephone 
industry is quite different. To 
some extent the increased utilization of 
alternate routes for toll traffic effects an 
increase in capacity between points over 
routes not used to capacity. There is 
not only a serious increase in over-all 
demand for telephone service, both lo- 
cal and toll, but there is a serious dis- 
location of this increased demand. In 
certain localities there is a loss of sta- 
tions and falling off in toll traffic, while 
in others the situation is exactly the re- 
verse. It is not practical to relieve this 
condition to any appreciable extent by 
transferring facilities from one loca- 
tion to another. The only apparent solu- 
tion is to ration the available capacity 
so as to provide for all purely defense 
requirements adequately and fully and 
to limit the civilian, nondefense use to 
the extent necessary to accomplish this 
end. 

The problem of rationing toll service 
is not difficult of solution. It consists 
merely in effecting some coding or 
other arrangement in central offices 
whereby defense business has priority 
and other calls wait their turn. There 
is no reason to anticipate that the toll 
plant will not be able to handle all pure- 
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ly defense business expeditiously under 
a suitable priority arrangement. 

There is bound to be a substantial 
diminution of toll traffic for nonde- 
fense industries which have been 
severely curtailed by the war. Further, 
it is easier and less costly to increase 
the capacity of the toll plant than to in- 
crease the capacity of central offices. 


HE American public, as a pur- 

chaser of most commodities and 
services, is inclined to be more ‘“‘cost 
conscious” than “quality conscious.” 
In other words, if two articles are. 
available, one of very high quality and 
price and another of fairly good quality 
and much lower price, the majority of 
purchasers can be relied upon to pur- 
chase the lower-priced article without 
much question. 

In the telephone field, however, the 
public has been educated to want the 
best available in the way of service and 
this makes the task of rationing the 
available supply of telephone service 
more difficult. Further, war conditions 
may create a demand for additional 
local service in communities not direct- 
ly affected by defense industries. 

For instance, the telephone may be 
used to an increasing extent to obtain 
information which heretofore would 
be obtained by personal observation on 
shopping tours in the family car. Since 
friends may not be able to see each 
other as often they may desire to con- 
tact each other more often on the tele- 
phone. In addition, the increased pay- 
rolls in defense industries will create 
additional purchasing power, the desire 
to spend money, and the real or imag- 
ined need for communication service 
in spite of all that may be done to in- 
crease saving and cut down purchases 
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Elimination of Telephone Extension Service 


&4 HE telephone industry 1s faced with the task of ‘unsell- 

ing’ the public on the idea that it should have only the 

best and most costly type of service offered. For instance, in- 

dividual line service with one or more extensions was urged by 

the companies for years. Now there must be an effort to elimi- 

nate extensions and expand the use of multiparty line service on 
a satisfactory basis.” 





of nondefense goods. Again, the trans- 
plantation of millions of American 
soldiers, defense workers, and so forth, 
from their own home communities to 
distant sites of their present respective 
operations materially creates a demand 
for communications service which did 
not exist before and which, ordinarily, 
would not have occurred at all. 


HE telephone industry is faced 

with the task of “unselling” the 
public on the idea that it should have 
only the best and most costly type of 
service offered. For instance, individ- 
ual line service with one or more ex- 
tensions was urged by the companies 
for years. Now there must be an effort 
to eliminate extensions and expand 
the use of multiparty line service on a 
satisfactory basis. An extension tele- 
phone in a home is a convenience but 
rarely a necessity, particularly at this 
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time. These extension instruments 
would relieve some of the demand for 
additional service but the problem is to 
measure the time, labor, and money in- 
volved in removing them against that 
involved in getting a new instrument 
and also to devise a removal program 
which will not be subject to criticism 
as being arbitrary or discriminatory. 

No particular purpose would be 
served by a blanket order barring all 
extensions and directing their removal. 
The only result would be to divert es- 
sential personnel to the removal pro- 
gram and fill warehouses with instru- 
ments not immediately usable. If any 
such procedure is adopted it will re- 
quire careful codrdination of the new 
construction, removal, and mainte- 
nance programs so that it may proceed 
smoothly, equitably, and without too 
much disturbance to normal opera- 
tions. 
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REASONABLE program of ration- 
A ing extensions to new customers 
yould undoubtedly conserve a substan- 
tial number of instruments and release 
bor which may be engaged in install- 
ing nonessential extensions. Such a 
plan should be administered under defi- 
nite rules laid down by appropriate au- 
thority to avoid any discriminatory or 
abitrary practices by the telephone 
companies and to relieve the companies 
of any charge of discrimination or ar- 
bitrary action if they are within the 
four corners of the prescribed rules. 


A somewhat analogous situation has 
been handled by the Price Administra- 
tor in establishing rules for the distri- 
bution of automobile tires whereby cer- 
tain classes of users, such as doctors 
and hospitals, may obtain tires as 
needed while the general public is 
severely restricted in the purchase of 
new tires. The treatment of extensions 
would be somewhat different in that 
there is no apparent reason why nones- 
sential extensions should not be abso- 
lutely prohibited so long as there is any 
shortage of instruments or labor for 
essential services. 

The regulatory machinery now es- 
tablished, consisting of state and Fed- 
eral commissions, is already available 
as a vehicle for putting into effect any 
rationing program which may appear 
to be necessary for the conservation 
of materials and labor. 


| Nido of the use of multi- 
party service for residence and 
business users will effect a saving in 
outside plant and switching equipment, 
and will result in more efficient utiliza- 
tion of available facilities if it is prop- 
erly codrdinated with a program of 
reasonable use by the public. Obvious- 
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ly nothing will be accomplished if the 
public continues to use the telephone 
as at present, with no decrease in call- 
ing rate or holding time. The number 
of busy line conditions would in all 
probability render the service wholly 
unsatisfactory. In addition, at central 
offices where calls are still switched by 
hand, the operator loads might be in- 
creased to the point where the service 
would be unsatisfactory from that 
viewpoint alone. Some method must be 
devised to reduce the calling rate and 
the holding time on local calls if multi- 
party service is to be used to conserve 
telephone equipment and service. 
The substitution of measured for 
flat-rate service always results in some 
reduction in the calling rate, but if the 
measurement is only as to the number 
of calls there is a marked increase in 
the holding time per call. There are de- 
vices in use which not only measure 
the number of calls but actually the 
time the circuit is in use for each call. 
It is reported that the use of such 
measuring devices for exchange serv- 
ice has resulted in a reduction of one- 
half in the average holding time and in 
doubling the number of persons who 
can be served with a given amount of 
outside plant and switching equipment. 


HE present problem, however, is 

one of materials, labor, and manu- 
facturing capacity and the extension 
of time-measured service will not be 
available as a remedy for this reason. 
Conversion of existing plant to a meas- 
ured service basis would require sub- 
stantial rearrangement in central 
offices, construction and installation of 
measuring devices, and probably prove 
too costly and time consuming to be 
practical at this time even if materials 
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and manufacturing capacity were 
available. Present conditions empha- 
size the possibilities inherent in time- 
measured service even though this 
remedy for any present congestion 
must be eliminated for practical rea- 
sons not associated with the merits of 
the proposal. 

Some of the benefits in increased 
efficiency which would result from 
time-measured service may be achieved 
by cooperation of the regulatory au- 
thorities and the industry in eliminat- 
ing unnecessary use of the telephone, 
sometimes referred to as “nuisance 
calls.” Under flat exchange rates some 
people have developed a habit of de- 
voting a substantial portion of the day 
to gossiping about nonessential things, 
and there has been no incentive to 
limit telephone conversations as to sub- 
ject matter and length. 

In areas where the demand for tele- 
phone service is getting beyond the ca- 
pacity of the available facilities, tele- 
phone company employees could read- 
ily obtain sufficient information to jus- 
tify a reminder to the offending sub- 
scriber that telephone service must be 
conserved and used only for reasonably 
essential conversations. The public will 


cooperate fully once they are convinced 
of the necessity for such action. 


A such program should have the 
sanction and be under the super. 
vision of the regulatory authorities in 
order that it may be really effective and 
in order that the companies will not 
have to bear the brunt of any resulting 
loss of good will. The public may not 
be inclined to take kindly to what they 
may consider undue surveillance of 
their telephone use on the part of the 
telephone company but they could 
hardly take exception to a government. 
sponsored program designed to con- 
serve telephone service capacity for 
essential defense purposes. 

The most that can be seen at this 
time is a slowing up, probably substan- 
tial, for civilian nondefense toll serv- 
ice ; a substantial increase in the use of 
multiparty line service; and a severe 
restriction on extension stations for 
new subscribers with the possibility of 
some program of removal of nonesser- 
tial extensions. Telephone service will 
not be so good as it has been in many 
localities but it should be completely 
adequate for all defense purposes and 
satisfactory to the public as a whole. 





Basic Problems 
“Ws must produce as never before, with an efficiency 
never before thought possible. 


“We must keep prices within reason, so that the war effort 
may be accomplished on a basis fair to all participants and fair 


to the government. 


“We must avert an inflation of prices which, as experience 
has shown us, can lead only to a staggering aftermath of suf- 
fering after the band has stopped playing and we wake up with 


the dawn.” 


—lLron HENDERSON, 


Head, Office of Price Administration 
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Standby Equipment 


Valuation for rate purposes takes on new 
significance in war emergency 


By FRED'M. DANNENBERG 


standby equipment for a rate case 

or for other purposes is an old 
problem with a new dress. The load de- 
mands of the war emergency, the 
shortage of new plant facilities owing 
to the priority situation, the likelihood 
of surplus plant capacity during the 
post bellum period of reconstruction 
—these are all factors which give the 
hackneyed question of valuing stand- 
by equipment fresh color, new purpose. 
Some overloaded utility companies 
have already been obliged to put pre- 
viously unused standby equipment in- 
to service and to reclassify older and 
less effective units as eligible for re- 
serve duty, if necessary. Others have 
had to provide, or will hereafter be 
obliged to provide, standby facilities 
of a sort which would not ordinarily 
be required under normal operating 
conditions—such as oil burners in 
anticipation of a coal or natural gas 
shortage, or vice versa. Essential pub- 
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lic service under war conditions de- 
mands that the utility be prepared for 
almost anything. But the process of 
preparation is often quite a substan- 
tial and expensive proposition. 

Again, there are the “standby an- 
gles” of those regulatory problems 
which are peculiar to the day. The Se- 
curities and Exchange Commission, 
for example, may eventually approve 
wholesale swapping of properties as a 
means for breaking up holding com- 
pany empires. This immediately raises 
the question of the proper valuation 
of such properties for sales purposes. 
The Federal Power Commission prob- 
ably would insist that the swapped 
properties be entered on the books at 
original cost. The SEC might permit 
the exchange be made at present value.* 


1 Former SEC Chairman Jerome Frank, in 
an address before the Controller’s Institute 
of America on October 10, 1939, said “Value 
for the investor, I submit, is ultimately de- 
termined by the expectation of future earn- 
ing power.” 
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Under such circumstances, the ac- 
counting for and disposition in the 
amounts paid would be taken care of 
in the Uniform System of Accounts 
prescribed by the Federal Power Com- 
mission and the various state regula- 
tory agencies. 

Since the “law of the land” provides 
that the investor is entitled to earn a 
fair return on the fair value of the 
property used and useful in the public 
service, standby equipment—being 
used and useful—must be considered 
in the rate base. There is no question 
that it has value in purchase and sale 
transactions. 


oe equipment consists of the 
machines, generators, boilers, 
transformers, etc., that are not used 
regularly in serving the public. They 
are only called into use to render their 
services for the peak load, or for the 
out-of-the-ordinary demand. The shaft 


of a generator snaps—the regular 
source of the electricity is incapaci- 


tated—the standby generator is 
“thrown in,” and harnessed lightning 
is again flowing over the bus bars and 
through the wires into the consumers’ 
homes. 

This equipment, although probably 
“written off” the books by our ac- 
counting process, is of value tothecom- 
pany and to the customer. It is still 
capable of providing the service 
needed by the user. This generator, or 
what have you, may be more expensive 
to operate than the more recently in- 
stalled machine, it is true. Yet, it is 
more economical for both the ratepay- 
er and the company to keep this older 
machine ready for use than to scrap 
it. This is true also for the purchasing 
company. 
MAR. 12, 1942 


The operating company may not 
have a large enough demand to war. 
rant the installation of new equipment 
in order to be in the position to handle 
peak load demands, nor does it need 
to buy additional equipment to take 
care of contingencies to its service. If 
this were done it might require an in- 
defensibly larger expenditure of capi- 
tal than is necessary. The consumer 
should not be burdened with the larger 
bill to pay for this superfluous equip. 
ment. The company should not be sad- 
dled with the cost of paying the added 
fixed charges for such machines, 


N° one can deny that property of 

this character has value despite 
the fact that it may have been written 
off the books. Regulatory commissions 
admit it has value, subject, perhaps, to 
some conditions. The companies— 
especially in rate cases and instances 
of sale — insist that it has value. 
The problem resolves itself into a 
question of how much value. This is 
true whether the valuation is for a rate 
base or for determining purchase price, 
or even for the authorization of se- 
curity issues. 

We can readily see that machinery 
of this type is worth more than “scrap 
value less cost of removal.” 

The Special Committee on Depreci- 
ation of the National Association of 
Railroad and Utilities Commissioners 
in 1938 defined depreciation as fol- 
lows: 

... . as applied to depreciable utility plant, 

[it] means the loss in service value not re- 

stored by current maintenance, incurred in 

connection with the consumption or pro- 
spective retirement of utility plant in the 
course of service from causes which are 
known to be in current operation and against 


which the utility is not protected by insur- 
ance. Among the causes to be given con- 
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sideration are wear and tear, decay, action 
of the elements, inadequacy, obsolescence, 
changes in the art, changes in demand and 
requirements of public authorities, and, in 
some cases, the exhaustion of natural re- 
sources. 


Accepting this we can see instances 
where the physical deterioration may 
be trivial, and yet the property may 
be fully depreciated. Obsolescence or 
inadequacy — functional depreciation 
—may be the cause for the loss in serv- 
ice value. (Under these circumstances 
the equipment probably would not be 
written off the books. ) 


I this instance, of course, the value 
shown by original cost, less physi- 
cal depreciation, or the reproduction 
cost new less physical depreciation, 
would certainly be greater than its real 
worth. A purchaser would hardly be 
expected to pay the book value of that 
property. However, when the property 
is depreciated off the books because 
of the depreciation policy followed, 
the property may be worth more than 
“scrap value less cost of removal.” The 
seller is thus entitled to more than the 
book value. 

Since it is important that this prop- 
erty be valued without prejudice, a 
scientific valuation must be made. An 
engineering appraisal would be of lit- 
tle or no assistance for this kind of 
property. To the engineer, the value 


cf standby equipment is almost zero. 
He values property on the basis of 
newness, technical efficiency, or cost-— 
both original and reproduction—less 
depreciation. Fully depreciated standby 
equipment cannot be evaluated by any 
of these measures of value. 

The accounting process only sets 
upon the books the cost of the prop- 
erty and then writes it off on the basis 
of the estimated life as determined by 
the engineer. Accounting is only a sta- 
tistical device. Its record does not and 
cannot show economic value (except 
at the time of purchase in an arm’s- 
length transaction) unless adjustments 
are made to the record. 


HE only scientific method which 

can be of use for appraising this 
type of equipment is that of the eco- 
nomic valuation. Lionel Robins, Brit- 
ish economist, has said that economics 
“is the science that deals with human 
behavior as a relationship between ends 
and scarce means which have alterna- 
tive uses.” It is the science that teaches 
us to get the most satisfaction for the 
least cost. The evaluation of standby 
equipment could be made to a greater 
degree of exactness only through proc- 
ess of evaluating the property from 
the economic point of view—by the 
method of alternatives. 


7 


boilers, transformers, etc., that are not used regularly in 


q “STANDBY equipment consists of the machines, generators, 


serving the public. They are only called into use to render 
their services for the peak load, or for the out-of-the-ordi- 
nary demand. The shaft of a generator snaps—the regular 
source of the electricity 1s incapacitated—the standby gen- 
erator ts ‘thrown in,’ and harnessed lightning is again flow- 
ing over the bus bars and through the wires into the consum- 
ers’ homes.” 
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Economics teaches us to compare 
the costs of things before we make our 
choice. It teaches us to choose the thing 
that will give us the most satisfaction 
for the least cost. Thus all the expenses 
and efforts spent for the operation of 
one machine are compared with all the 
expenses and efforts spent to produce 
the same product by another machine. 
The machine that turns out the product 
at the lesser total expenditure is the 
most economical to buy. This, despite 
the fact that the other machine may be 
sold at a lower price. 

One economic method of measuring 
this value is to subtract the estimated 
operating expenses of the alternative 
new property from the operating ex- 
penses of the old property. The differ- 
ence is then capitalized.? This is the 
dollar amount of depreciation of the 
older property. Subtracting this sum 
from the cost of the property we get 
its value. 


[' we add to the variable operating 
expenses of the new equipment the 
alternative cost of its fixed capital, and 
then subtract the operating expense of 
the standby equipment from this total, 
we derive a figure that represents the 
amount of money “saved” by using 
the old equipment. (Not spending is 
a form of saving.) This figure 
should be considered as income by the 
company and thus capitalized for the 
estimated length of time for which the 
new equipment need not be installed. 
The product thus calculated is the true 


2 While the rate of capitalization is an ex- 
tremely important factor in determining the 
amount of depreciation, it need not concern 
us here. We could use the rate of return al- 
lowed, the cost of borrowed capital to the 
company, or any other rate that is equitable. 
We are only concerned with the method at 
this writing, 


remaining value of the equipment. 

This method is the only one that ar- 
rives at the income value without the 
guesswork that plays so prominent a 
part in our present-day valuations of 
this type of property. 

The definition of ‘value’ should be 
of assistance in the appraisal of our 
method. Broadly speaking, “value” is 
the relative significance of property to 
its owner that enables him to exchange 
it for other goods. The “other goods” 
in our economic system are usually 
money. The power of the property to 
bring its owner money in exchange for 
its services is thus the measure of its 
value to him. 

Things may be compared or valued 
directly without using money as the 
common denominator. And we recog- 
nize that certain property itself need 
not be exchanged for the money, but 
only the product of that property. 
Things of this type are called “capital 
goods” or “goods of the higher order” 
to differentiate them from goods that 
exchange for direct satisfaction (dis- 
tinguished from the roundabout grati- 
fications we get from the “capital 
good’’). This class is called “consum- 
ers’ goods” or “goods of the first or- 
der.” Goods of the higher order are 
valued for their products. 


HE value of a “capital good,” 
then, would be the value of each 
unit produced times the number of 
units that the machine is capable of 
producing, less the costs incurred in 
owning and operating it. This sum is 
discounted to the present, using what- 
ever discount rate is deemed proper. 
This is another economic method of 
valuing “capital goods.” 
Standby equipment should be valued 
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Consideration of Economics 


* i aeraaey teaches us to compare the costs of 

things before we make our choice. It teaches 
us to choose the thing that will give us the most satts- 
faction for the least cost. Thus all the expenses and 
efforts spent for the operation of one machine are 
compared with all the expenses and efforts spent to 
produce the same product by another machine. The 
machine that turns out the product at the lesser total 
expenditure is the most economical to buy. This, de- 
spite the fact that the other machine may be sold at a 


lower price.” 





like all other “capital goods.” Hence, 
the value of the sum of the units pro- 
duced by the standby equipment for the 
remainder of its useful life (by “use- 
ful,” is meant economical to the com- 
pany) less the costs incurred in its op- 
eration, discounted to the present, 
would be the value of this equipment. 

However, the expenses of operating 
such a machine may be greater than the 
value of the products it produces, The 
machine must, under such circum- 
stances, have a negative value. As we 
have seen above, we can only value a 
good by comparing it with its alterna- 
tive. The alternative in this case is the 
new equipment. Since the alternative, 
in this instance, must be purchased, its 
fixed charges must be added to its op- 
erating expenses. This is so because the 
new machine will only be used to do 
the work of the standby equipment and, 
therefore, its fixed cost must be taken 
into account in making a comparison. 


P we were to omit the fixed charges 
from our considerations, we would 
be looking at only a portion of the pic- 
ture. The new machine must be paid 
for. The money to be spent for it has 
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alternative uses. So, we must add this 
cost to the variable cost of producing 
the product. Thus we derive the cost 
of obtaining the product through the 
use of the “new” equipment. The cost 
of securing the product with the stand- 
by equipment is only its operating ex- 
penses, because the fixed investment 
has already been returned to the com- 
pany. Subtracting the latter cost from 
the former gives us the “income” that 
is to be capitalized. The capitalized in- 
come is the value of the standby equip- 
ment. 

We must recognize the fact that 
physical depreciation would decrease 
the value of the new equipment before 
it is put into full-time use. This addi- 
tional cost was not used in our compu- 
tations because the amount to allow for 
it is conjectural. It should be noted that 
only the prime cost of operating the 
old equipment is taken into considera- 
tion. That is the only cost we incur in 
using this type of property. 

The following example illustrates 
this point: A generating station which 
cost $200,000 (and which has a 100 
per cent depreciation reserve to its cred- 
it on the books of the company) is 
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used as standby equipment. The oper- 
ating expense of this station is $15,- 
000. The cost of the new equipment 
is $200,000. The operating expense of 
the new equipment is $10,000. The 
cost of money (the interest rate on the 
borrowed funds) is, let us modestly 
assume, 4 per cent. What is the value of 
the standby equipment? 

Operating expenses of new equipment $10,000 
Fixed charges new equipment (4% of 


, ’ 


$18,000 


Total expense new equipment 
i 15,000 


Operating expenses old equipment 


Saved by using old equipment 
(per year) $ 3,000 
Now this $3,000 is a distinct earn- 
ing for the company, and so the capital 
rendering this return has a definite 
worth. We saw that the present worth 
of property that renders an income of 
$3,000 a year is the income multiplied 
by the reciprocal of the capitalization 
rate. If we take the rate of capitaliza- 
tion to be 6 per cent (a fair rate of re- 
turn for electric utilities), we see that 
the equipment is worth the sum which 
will yield a return of $3,000 a year at 
6 per cent. This sum is the reciprocal 
of the capitalization rate multiplied by 
the desired income, which is 16% times 
$3,000, or $50,000. 


A noted above it is necessary to in- 
clude the cost of the fixed charges 
of the new equipment in our calcula- 
tions, because this equipment is not 
really needed until some future time 
and therefore this cost should not be 
borne until needed. Were we to com- 
pare only the operating expenses of the 
two plants we would be omitting the 
fact that $200,000 could be invested 
elsewhere and used to good advantage 
by earning an income for the company. 
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We have seen that an income foregone 
is as much a cost as the payment of 
cash for taxes or any other expense. 

The yearly cost of the money must 
be taken into consideration, because 
the alternative plant is to be purchased, 
although not absolutely needed, and the 
interest and other expenses incurred 
because of this purchase must be paid 
regardless of whether or not the plant 
is fully used. 

Were we to seek only the amount of 
depreciation, we would omit the fixed 
charges on the new investment from 
cur calculations. That is so because of 
the fact that the old equipment had 
fixed charges too. However, standby 
and peak load equipment is usually 
fully depreciated on the books of the 
company, and, again, this old equip- 
ment is not used with the frequency of 
the regular equipment for which de- 
preciation is usually measured. 


W: must also remember that the 
circumstances are different too. 
In one case we are trying to find the 
true value of property that is fully de- 
preciated on the books of the company, 
and so may have a zero or possibly a 
minus value—if the cost of removal is 
equal to or is greater than the value of 
the machinery as scrap; while in the 
other case we aim at evaluating the 
property that is not written off the 
ledger—property that at least as far 
as the books of account are concerned 
has a definite value. In one case we are 
concerned with deriving the value of 
a machine; in the other, our attention 
is directed toward finding the amount 
of depreciation of a machine. 
Economics is not, and businessmen 
should not be, so much concerned over 
depreciation per se as compared with 
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te concern they should have for the deal with is accurately valued so that 
nue of the “capital good.” Regula- the price of the goods they sell can be 
ry commissions, on the other hand, accurately determined. Economics is 
anxious over depreciation as some- concerned because it does not wish to 
ling to be deducted from the rate base. see the capital dissipated. Both agree, 
jysinessmen have more regard for however, that the proper valuation of 
ime value than for ease of calculation; equipment is of prime importance to 
ley must see to it that the capital they society. 





The Modern Curse of Midas 


‘,.. we here today are living in a dramatic age—an age when 
the most commonplace resources of the soil can control the 
destiny of entire nations. How little that truth has been real- 
ized is too well attested by the huge flow of gold which until 
recently we willingly received as payment from abroad for our 
goods and services, and then buried in Kentucky earth as tf in 
some mysterious way it could enrich the soil. How much more 
truly wealthy would we now be if we had instead accepted—as 
we would have been thanked for doing—rubber, tin, chrome, 
tungsten, and manganese—things which we might have put to 
constructive use! For under the visible outward form, the 
fabricated finish of the goods which we produce, are materials 
which may one day be more precious to us by far than gold; 
and lacking which no productive ability, no technological genius 
can build us the planes, tanks, ships, and guns which we so 
urgently need.” 


‘ 


—WILLIAM L. Batt, 
Director, Materials Division, War 
Production Board. 
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Early to Bed, 


Early to Rise 


Not to make us healthy, wealthy, and wise, 
but to save power for defense 


By ANDREW BARNES 


R. FRANKLIN’S old maxim that 

D the man who goes to bed with 

the chickens, gets up at the 

first rooster’s crow, will retire rich and 

live to a ripe old age has taken on a 

new meaning to 130,000,000 Ameri- 
cans. 

Taxes may take care of most of his 
wealth nowadays, but he has the satis- 
faction of knowing that when he goes 
to bed early, gets up an hour earlier— 
thanks to a special law passed by Con- 
gress—he may be doing at least a tiny 
bit for national defense. 

National Daylight Savings Time, re- 
cently enacted by the Congress at the 
urgings of the administration, was fin- 
ally approved, after months of delay, 
as a defense measure. Not until after 
Pearl Harbor would Congress approve 
the request, and by legislative edict im- 
pose upon the nation a new schedule of 
living. 

To the individual, crawling glue- 
eyed and morose from his warm bed an 
hour earlier to milk his cows, or open 
his office, or perform any one of the 
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million-odd duties of an everyday 
American, it will be a test of imagina- 
tion to conceive how this can contrib- 
ute anything to national defense. 

To get up an hour earlier, go to bed 
an hour earlier, for national defense— 
well, it will seem just a little bit silly 
to millions of persons. It seemed just 
too silly for Congress—until Pearl 
Harbor. After that, remembering the 
arguments of Federal Power Commis. 
sion chairman, Leland Olds; the Un- 
dersecretary of War; William L. Batt, 
the deputy director of the Office of Pro- 
duction Management, that the national 
defense effort impinges primarily upon 
the available supply of power, Cor- 
gress reversed itself, enacted the law 
providing that all clocks be moved up 
one hour. 

Thus the United States joined Great 
Britain, Germany, and the occupied 
countries of Europe, a half-dozen other 
countries in “saving” daylight. Britain 
advances her time schedule by two 
hours between the months of May and 
August every year. 
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§ fio economics of daylight savings 
as related to power supply are rel- 
atively simple. 

In 1940, the U. S. produced 145 bil- 
jon kilowatt hours of electricity. Ger- 
many in 1943 with her occupied ter- 
ritories will be producing 200 billion. 
Now it takes about 10 kilowatt hours 
of electricity to produce a pound of 
aluminum, between 10 and 15 kilowatt 
hours for a pound of magnesium, and 
both metals are vital to the war effort. 

Without them there would be no air- 
jlanes or a hundred other war gadgets. 

We have set out to produce a mini- 
mum of 1,600,000,000 pounds of alu- 
minum, and this will take 16,000,000,- 
000 kilowatt hours of energy. We 
want 400,000,000 pounds of magne- 
sium production, and this will take 
5,000,000,000 kilowatt hours. In other 
words, for the two metals, we need 
21,000,000,000 kilowatt hours. Total- 
ing up the defense power requirements 
if we get the program rolling as fast 
as $3,000,000,000 a month, Mr. Olds 
estimated that in 1943 it would require 
200,000,000,000 kilowatt hours, as 
against a total output of 145,000,000,- 
000 in 1940. About 55,000,000,000 
kilowatt hours must come from a re- 
duction in the power allotted to indus- 
tries devoted to normal production of 
civilian goods. 


HESE figures, of course, are all on 

the conservative side. The defense 
program, since Pearl Harbor, is not a 
mere matter of $3,000,000,000 a 
month—about twice what we are now 
spending. No. It calls for the produc- 
tion of defense material at a rate of 
$5,000,000,000 a month, and the ex- 
perts have not yet determined if and 
how this staggering job can be accom- 
plished. They are determined that it 
will be accomplished if it takes the hide 
and hair and bones from every “busi- 
ness as usual’’ plant in the nation. 

On the basis of the regular program 
—not the post Pearl Harbor program 
—Federal power statisticians estimated 
that by 1944 there would be a need for 
6,700,000 kilowatts of additional gen- 
erating capacity in the U. S.; by 1946, 
it would be 10,298,000 kilowatts. 

Now, Mr. Olds readily admitted that 
the savings from daylight time sched- 
ules would approximate only 2 or 3 per 
cent of the national power output— 
savings to be accomplished mainly by 
an earlier blackout of show windows, 
ornamental lighting, and similar trifles. 
These calculations were based upon 
statistics submitted by the utilities 
themselves in surveys conducted to de- 
termine how power might be saved. 
Two or 3 per cent looked awfully 
small to Congress, in return for the 
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Expected 
peak load 
(kilowatts) 
1941 


Probable 
annual 
reduction 
(kw. hrs.) 


137,910,000 


Probable 
reduction 
in peak 
Region (kilowatts) 
Northeastern 372,750 
Southeastern 50,000 
Middle Western 287,520 
Mountain and Plain ... : 10,390 
Pacific Northwest , 
Pacific Southwest 11,000 119,164,000 
741,160 


736,282,000 
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Production of Aluminum and Magnesium 


CC Nn 1940, the U. S. produced 145 billion kilowatt 

hours of electricity. Germany in 1943 with her 
occupied territories will be producing 200 billion. Now 
it takes about 10 kilowatt hours of electricity to pro- 
duce a pound of aluminum, between 10 and 15 kilo- 
watt hours for a pound of magnesium, and both 
metals are vital to the war effort. Without them there 
would be no airplanes or a hundred other war 


gadgets.” 





economic dislocation, social discom- 
forts, family readjustments that day- 
light savings would entail. 


bE bins Power Commission submitted 
the table of possible savings out- 
lined on page 355. 

These statistics are, in themselves, 
unimpressive. Translated into terms of 


defense weapons they are quite con- 
vincing. 

If daylight savings will enable the 
U. S. to hoard up for defense 736,000,- 
000 kilowatt hours of energy, that is 
enough power to produce 70,000,000 
pounds of aluminum, enough for sev- 
eral thousand airplanes, or equally as 
much magnesium. 

Mr. Olds made it plain to Congress 
that daylight savings is not a necessity 
because of any failure of the utilities 
to codperate with the government in 
expanding as rapidly as possible their 
private systems. But now the Navy 
wants all the turbines, all the generat- 
ing equipment that American factories 
can turn out, so other means than mere 
expansion of facilities must be found 
for making power available. In Mr. 
Olds’ own words, “there has been very 
definite codperation.” 
MAR. 12, 1942 


— the economics of daylight 
savings, the Federal government 
urged the legislation for other reasons, 
and one of the most important was that 
it will condition the people to the ac- 
ceptance of other sacrifices that will 
come in the future. 

“Daylight savings,” Mr. Olds said, 
“is perhaps the most generally shared 
contribution that consumers can make 
to meeting the power needs of an emer- 
gency. It has a strong psychological 
effect. It has the effect of making the 
people not only go along with the pro- 
posals to save daylight, or to change 
their clocks, but also helps in the ac- 
ceptance by the people of other forms 
of curtailment which are really more 
important in material saving of capac- 
ity and energy.” 

Mr. Batt put the argument even 
more bluntly : “It is my judgment that 
the whole of the defense program is 
increasingly going to bring sacrifices 
to the American people, and if this be 
a sacrifice on the part of certain blocs 
of the population of the country, I am 
sure that the sacrifice will be as will- 
ingly made as sacrifices are being made 
everywhere by the people. But this is 
only typical of the kind of thing we 
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EARLY TO BED, EARLY TO RISE 


are going to have to do to meet this 
defense job adequately.” Daylight 
savings, said Mr. Batt, would be justi- 
fed if it provided only 300,000 instead 
of 741,160 kilowatts of additional 


energy. 
The nation’s “full productive capac- 


ity” for building large steam generat- 
ing plants is “fully occupied” and it 
will be impossible to put up any addi- 
tional steam plants within the next two 
years, Batt said. 


r March, 1918, Congress enacted a 
daylight savings law, and subse- 
quently it was estimated that the sav- 
ings of power which came from turn- 
ing the clocks ahead one hour approxi- 
mated as much as 5 per cent. 

The nation is at least partially con- 
ditioned to a new time schedule. Last 
summer, in all or part of 16 states 
(Connecticut, Delaware, Illinois, In- 
diana, Kentucky, Maine, Massachu- 
setts, Michigan, New Hampshire, New 
Jersey, New York, Ohio, Pennsyl- 
vania, Rhode Island, Vermont, West 
Virginia), some 35,000,000 persons 
were living by a daylight savings sched- 
ule. 

Admittedly, say defense officials, 
there will be a great deal of confusion 
and inconvenience in switching over 
to a new schedule of time, and millions 
of people just won't like it. But, with 
daylight savings operative at least a 
part of the year in so many states, the 
job will not be demoralizing. 

Further, they argue that there are 
other benefits which will accrue from 
a time-saving schedule. People just 
won’t get up in the morning, unless the 
alarm clock makes them. They will 
catch the last forty winks. Adopt an 
earlier time schedule, and let them off 
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from work earlier in the afternoons. 
Then they will have an hour more of 
time to spend on those gardens that 
the Office of Civilian Defense is urg- 
ing for next summer, an hour more of 
sunlight recreation which they would 
not have if it were a matter of getting 
up voluntarily an hour earlier each 
morning to hoe and weed and golf be- 
fore going to the office. 


iy & step up the time system, not only 
the individual will suffer incon- 
venience. The new schedule will 
change the peak loads of natural gas 
companies, the power companies them- 
selves, the traction companies, prob- 
ably necessitate a broad revision of 
their operating plans. But they have 
prepared for exactly this emergency. 
The railroads will have to rejuggle 
their schedules and adopt revised sys- 
tems. 

Breakfast stoves will all burn an 
hour earlier; terminal facilities in 
metropolitan centers will be taxed an 
hour earlier each day ; and to meet this 
problem new schedules were devised 
months ago. 

Originally, the administration asked 
that the President be authorized to or- 
der a time advance of as much as two 
hours in regions or areas in which sav- 
ings could be accomplished by a revised 
daylight schedule. Congress wisely re- 
fused to grant this—on the very simple 
ground that unless the advance were 
nation wide and uniform, there would 
result a hopeless confusion of railroad, 
utilities, traction, radio, and a dozen 
other time schedules, as between one 
zone and another. By its refusal to 
adopt the initial plan, Congress insured 
that the readjustment will be made 
with a minimum of confusion. 
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The President finally accepted this public, getting up an hour earlier, has 

viewpoint. the very definite assurance of the no. 

tional defense officials that by this 

ONGRESS was not greatly impressed simple act each is contributing his 

by the need for daylight savings. share to a vital savings of power, crit. 

There is still a lot of skepticism toward _ ically needed and unavailable for pro. 
its possible accomplishments. But the ducing the sinews of war. 





Natural Gas and National Defense 


66 ALTHOUGH the principal present use of natural gas is as a 

fuel and source of energy, there are also uses of nat- 
ural gas in synthetic chemical processes which are rapidly grow- 
ing in importance and number. Many of the products syn- 
thesized from natural gas are considered strategic raw mate- 
rials for national defense. 


“Hydrogen produced from natural gas is used in making 
synthetic ammonia which is employed in the production of 
nitric acid, which in turn is required in the manufacture of 
many types of explosives. Methanol, from which formaldehyde 
can be made, is produced from natural gas in amounts estimated 
to be from one-third to one-fourth of the United States pro- 
duction. Formaldehyde is a principal raw material for making 
vital plastics. Natural gas or some of its components are also 
used in some or all of the steps in the production of many mate- 
rials such as alcohols, aldehydes, ketones, acids, esters, nitro- 
paraffins. 

“Natural gas derivatives are also employed in producing syn- 
thetic rubber. The production of 100-octane fuel for aviation 
purposes has become almost exclusively a chemical manufac- 
turing activity and isobutane from natural gas is one of the 
basic raw materials. There are also extracted from natural gas 
large quantities of other liquid hydrocarbons for use in many 
heat applications.” 


—Committee on National Advertising, American 
Gas Association. 
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Wire and Wireless 
Communication 


ANUFACTURERS of telephone equip- 

ment are beginning to wonder 
whether their industry will follow the 
pattern established for the radio set 
manufacturers, who were warned by 
the War Production Board to convert 
to war work or get out of business. Con- 
sensus of opinion seems to be that tele- 
phone manufacturers are already so 
well converted to war work that an 
order terminating civilian work would 
hardly be necessary. 

More important, it was pointed out 
that telephone manufacturing is re- 
quired for maintenance and repair of 
essential civilian communications serv- 
ice. “Telephone maintenance cannot be 
turned over to neighborhood repair 
shops like radio set maintenance.” Such 
was the gist of informed Washington 
opinion on the subject. 

The radio industry as a whole, how- 
ever, is to be frozen for the duration. 
First notice of the change-over of the 
radio manufacturing industry was con- 
tained in a warning by R. R. Guthrie, 
assistant chief of WPB industry di- 
vision, to the effect that 100 per cent 
conversion to the war effort will be 
necessary. No official date for the “stop 
work” order was set at that time, but 
it was expected to be about April 22nd, 
when the radio manufacturing indus- 
try’s present quota production expires. 
There will be no exceptions and no 
‘Victory models.” 

Radio broadcasting is also frozen. 
The FCC has already announced that 
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it will issue no new licenses for con- 
struction or major expansion of com- 
mercial radio broadcasting facilities un- 
less OK’d by defense authorities. The 
Defense Communications Board nas 
recommended to the WPB Communica- 
tions Branch that it similarly restrict 
transmitting facilities. 

The reason unofficially assigned for 
Guthrie’s warning was that the govern- 
ment feels America has enough radios. 
It concedes the importance of radio— 
for morale, for propaganda, and for 
civilian defense purposes. But authori- 
ties believe that radio sets now in exist- 
ence, with proper repair and mainte- 
nance, will be sufficient to get the pub- 
lic through the emergency without ne- 
cessity for new production. 

In the event that radio manufacturers 
refuse to convert, they will get no new 
materials. Guthrie even hinted that their 
manufacturing equipment and plant fa- 
cilities would be confiscated. However, it 
is not expected that any such trouble will 
develop. Most large radio manufacturers 
are already pretty well converted to war 
work—the general average being in the 
neighborhood of 80 per cent. 


NNOUNCEMENT that radio manufac- 
turing would be frozen for the 
duration was followed up by the threat 
of a price ceiling to offset recent increases 
in wholesale and retail prices on radio 
equipment. 
The price ceiling warning was sound- 
ed on February 18th by Price Adminis- 
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trator Leon Henderson in telegrams to 
all distributors. 

Since manufacturers’ prices of radios 
were set by the OPA on February 9th, 
Mr. Henderson stated, increases at 
wholesale and retail levels are inflation- 
ary and unfair. The price increases took 
place after the WPB announced civilian 
radio production would cease on April 
22nd. It was implied in the sharply 
worded telegram that the OPA would 
step into the wholesale and retail price 
fields if the industry failed to meet Hen- 
derson’s request to reéstablish prices in 
effect on February 10th. 

In reaching the wholesale and retail 
levels, the OPA directed its telegrams 
to trade associations for dissemination to 
their members. The OPA had formerly 
adopted a policy of not dealing with trade 
associations, but, in covering the retail 
field, it is apparent that this policy will 
have to be abandoned. 


* * * * 


dawn of the Copenhagen, Madrid, 
and Cairo international radio con- 
ferences, at which he served as a tech- 
nical adviser, and well versed in broad- 
casting problems, Captain Joseph R. 
Redman has relieved Rear Admiral 
Leigh B. Noyes as director of Naval 
Communications and thus automatically 
takes Admiral Noyes’ place on the De- 
fense Communications Board. Admiral 
Noyes has been ordered to sea duty. 

The assignments became effective 
February 14th, but were not announced 
until February 18th. Admiral Noyes has 
served as director of Naval Communica- 
tions since July 29, 1939, and Captain 
Redman has been his right-hand man as 
assistant director of Naval Communica- 
tions since January, 1941. He has played 
a major part in placing naval communica- 
tions on a war basis, demonstrating such 
excellent executive and administrative 
ability that his promotion, ordered by 
Secretary of the Navy Knox, was con- 
sidered a logical one. 

A native of Grass Valley, California, 
where he was born April 17, 1891, Cap- 
tain Redman was appointed to the U. S. 
Naval Academy from Nevada in 1910, 
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being graduated in 1914. Out of his 
eighteen years in the service, he has spent 
sixteen years specializing in communica. 
tions, with emphasis on radio. On the 
DCB he will serve with Chairman 
James Lawrence Fly, who is also chair. 
man of the FCC; Major General Day. 
son Olmstead, Chief Signal Officer, U.S, 
Army; Breckenridge Long, Assistant 
Secretary of State; Herbert E. Gaston, 
Assistant Secretary of the Treasury, 


* s+ 2 = 


HE Federal Communications Con- 

mission on February 12th refused 
to accept as part of its record of hearings 
on newspaper-radio relationships a court 
decision that it has no authority to bar 
newspapers from owning or operating 
radio stations. 

Elisha Hanson, counsel of the Amer- 
ican Newspaper Publishers’ Association, 
sought to place the decision in the record 
when James G. Stahlman, publisher of 
the Nashville Banner, appeared to testify. 
Stahlman, acting on Hanson’s advice, 
ignored several months ago an FCC sub- 
poena. Recently the United States Cir. 
cuit Court of Appeals for the District of 
Columbia upheld the commission’s right 
to subpoena Stahlman, a former presi- 
dent of the ANPA, but said the Com- 
munications Act gave the FCC no author- 
ity to ban newspaper operation of broad- 
casting facilities. (See page 295, Feb- 
ruary 26th issue. ) 

When Hanson asked to place this de- 
cision in the record, Chairman James 
Lawrence Fly would not admit tt, re- 
marking that members of the commis- 
sion already had read the decision. 

“T am glad that you did,” Hanson com- 
mented. “And I hope you understood it 
and enjoyed it as much as I did.” 

Fly did not reply. 


* * * x 


AS General Biddle told a House 
judiciary subcommittee recently 


that the Justice Department had — 


unsuccessfully prior to the December /th 
Japanese attack on Pearl Harbor to gain 
access to cable messages sent by the Jap- 
anese from Hawaii. 
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WIRE AND WIRELESS COMMUNICATION 


Permission to examine contents of the 
messages was refused because of confu- 
sion over existing statutes, Mr. Biddle 
said. He appeared to urge passage of 
legislation to permit the Army, Navy, 
and Federal Bureau of Investigation to 
tap telephone wires in combating es- 
pionage and sabotage. 

J. Edgar Hoover, chief of the FBI, 
testified in connection with the Hawaiian 
situation that his agency had tapped Jap- 
anese telephone wires, but that most Jap- 
anese Communications were transmitted 
by cable or radio. It has been reported 
that the FBI overheard one conversation 
between Hawaii and Japan, indicating 


the possibility of a surprise Japanese at- 
tack on the mid-Pacific bastion, and that 
the information was conveyed to military 
authorities by the FBI at the time. 


* * * * 


5 e~ Office of Censorship, on Feb- 
ruary 17th, issued regulations gov- 
erning international communication by 
telephone, cable, and radio. (See page 
297, February 26th issue.) 

Fifteen classes of information are 
banned from international communica- 
tions. No telephone connection may be 
made with any enemy-controlled area, 
and cable messages to or from such areas 
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THE BELL SYSTEM AT START OF TWO WARS 


The comparisons below, listing equipment and service of the Bell Telephone system in 1917 and 
1941, show how facilities have been sae ome service expanded and speeded since World 
ar I, 
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are limited to those sent or received by 
the government of one of the American 
republics, unless a special license has 
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The telephone from which the call is be. 


ing made must be identified and public 
pay stations may not be used. 


been granted by the director of censor- 


ship. 

Prior to the completion of an interna- 
tional call, the persons involved must be 
fully identified. Calls must be person-to- 
person, except in certain cases, and call- 
ers will not be permitted to “hold the 
phone” while the call is being completed. 


Miss. 
Mo. 
Mont. 
Neb. 


Hand-set 
Charge Jan. 
1, 1941 

None 
None 
15¢ per month 
for 24 months 
None 
None 
None 
None 
None 
15¢ per month 
for 24 months 
None 
None 
None 
None 
None 
15¢ per month 
for 24 months 
None 
15¢ per month 
for 12 months 
None 
None 
None 
None 
None 
None 
None 
None 
None 


*x* * * * 


ie Defense Communications Board 
will be able to operate without any 
congressional appropriation, according to 
Chairman James Lawrence Fly, because 
of the codperation of other government 
agencies, industry, and labor. 


e 


JANUARY 1, 1941 


Hand-set 
Charge Jan. 
1, 1942 

None 
None 
15¢ per month 
for 24 months 
None 
None 
None 
None 
None 


None 
None 
None 
None 
None 
None 
15¢ per month 
for 24 months 
None 


None 
None 
None 
None 
None 
None 
None 
None 
None 
None 


Hawaii § 


Hand-set 
Charge Jan. 

, 1941 
15¢ per month 
for 18 months 
None 
None 
None 
None 
None 
None 
None 
15¢ per month 
for 18 months 
None 
None 
None 
None 
10¢ per month 
for 18 months 
None 
15¢ per month 
for 12 months 
None 
None 
None 
15¢ per month 
for 18 months 
None 
None 
None 
None 


TELEPHONE HAND-SET CHARGES AND CHANGES MADE SINCE 


Hand-set 
Charge Jan. 
1, 1942 

15¢ per month 
for 18 months 
None 
None 
None 
None 
None 
None 
None 
15¢ per month 
for 18 months 
None 
None 
None 
None 
10¢ per month 
for 18 months 
None 
15¢ per month 
for 12 months 
None 
None 
None 
15¢ per month 
for 18 months 
None 
None 
None 
None 


Note: There were forty-one states and District of Columbia with no hand-set charge as of 
January 1, 1942. s 
1In the operating territory of the Southwestern Bell Telephone Company in Illinois a rate of 
15 cents a month for twenty-four months applied until December 1, 1941, when the charge was 


eliminated. 


2 On the Kansas exchanges formerly served by the United Telephone Company, the rate is 15 
cents per month without time limitation. 
8 No charge applies to 14 exchanges in Oklahoma. 
* No charge applies in the operating territory of the Mountain States Telephone & Telegraph 


Company in Texas. In Amarillo, Dallas, Ft. Worth, Houston, 


San Antonio, and a number 0 


smaller exchanges no charge applies. In a few exchanges the charge is 15 cents per month for 
eighteen months. ery eee rt : D 
5 Data for Hawaii supplied by the public utilities commission of the Territory of Hawaii. 
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Financial News 


and 
Comment 


By OWEN ELY 


Panhandle Eastern Pipe Line 
Company 


HE Panhandle Eastern Pipe Line 

Company, $79,000,000 natural gas 
distributing company, has had an inter- 
esting history. Incorporated late in 1929, 
there was at one time joint control by Co- 
lumbia Oil & Gas and ‘“Mokan” (Mis- 
souri-Kansas Pipe Line Company). 
Later, however, Columbia obtained virtu- 
al control (though its stock has been 
trusteed under a court decree), and Mo- 
kan instituted litigation against Colum- 
bia which has dragged along for some 
years, 

A recent agreement disposed of 
some, but not all, the issues between the 
two companies. Mokan is continuing its 
suit against Columbia Oil “for the dam- 
ages they inflicted on Panhandle Eastern 
and its common stockholders . . . other 
proceedings are pending which have for 
their purpose the elimination of all Co- 
lumbia control over Panhandle Eastern.” 

A recent letter to Mokan stockholders 
stated: “It is with pleasure and pride we 
are able to advise you that two of the 
principal objectives for which your com- 
pany has been fighting for a long time 
have been accomplished.” These objec- 
tives were the recent sale of $15,000,000 
Panhandle 5.6 per cent preferred stock, 
the proceeds of which were used to re- 
deem the participating preferred which 
had been held by Columbia Oil ; and the 
acquisition by Panhandle from the Co- 
lumbia system of the pipe line servicing 
Detroit (Michigan Ea: Transmission 
Corporation) and some lines in Indiana. 
These changes are expected by Mokan 
to improve Panhandle’s earnings, due to 
elimination of the participating feature 


of the preferred stock. This increased 
income for common stockholders of Pan- 
handle would amount to about $820,000, 
on the basis of 1940-41 operations. 

Panhandle (see accompanying map) 
produces about half the gas which it dis- 
tributes, the balance being purchased. 
The company owns and controls the gas 
rights on a large acreage in Texas, Kan- 
sas, and Oklahoma, some wells being con- 
trolled jointly with other interests. Gas 
reserves have an estimated life of twenty- 
five years, according to independent engi- 
neers. The transmission system includes 
some 2,374 miles of pipe line. 

About 93 per cent of Panhandle’s busi- 
ness is wholesale in character. Its largest 
customer is Michigan Consolidated Gas 
Company (controlled by American Light 
& Traction Company, of the United Light 
and Power system), which services De- 
troit, Ann Arbor, and adjacent territory. 
As already noted, the connecting pipe 
line, Michigan Gas Transmission, is being 
acquired by Panhandle. 

In the twelve months ended September 
30, 1941, system sales of gas, in thou- 
sands of cubic feet, were made as fol- 
lows: 

Michigan 

Indiana and Ohio 

Illinois 


Missouri 
Texas, Oklahoma, and Kansas .. 


9,887,598 
2,180,719 


61,820,948 


Wie the Panhandle offering of 
preferred stock was made at a very 
unfavorable time marketwise, the under- 
writing group (Glore, Forgan; Kidder, 
Peabody, and associates) have been mod- 
erately successful in effecting a distribu- 
tion into investment channels. In addi- 
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FINANCIAL NEWS AND COMMENT 


tion to the 150,000 shares of preferred 
sock, offered at 104, the company also 
ofered on February 4th $10,000,000 first 
3s of 1962 at 100%, which were handled 
by the same group. 

Of the proceeds of the financing, 
about $25,000,000, all but about $4,000,- 
00 was received by Columbia Gas and 
its subsidiaries, 

Panhandle has had an excellent earn- 
ings record. In 1940 interest charges 
were earned nearly five times, and the 
latest pro forma income statement for 
the merged properties makes approxi- 
mately the same showing. Dividend re- 
quirements on the new preferred stock 
were covered about 54 times, and on an 
over-all basis about 3 times. Net in- 
come for the twelve months ended Sep- 
tember 30, 1941, as compared with the 
previous calendar year (both on a pro 
forma basis) showed only a slight de- 


Regarding rates, the prospectus states: 


The future determination of the company’s 
rate base and rate of return may be af- 
fected in varying degree as the administra- 
tive and judicial attitudes towards rate de- 
termination emphasize different theories and 
the weight to be accorded various pertinent 
factors. Because of the many uncertain fac- 
tors affecting these matters and because of 
questions arising with respect to the allow- 
ance or disallowance of particular deduc- 
tions in determining net income available 
for return, the company is unable to deter- 
mine the extent to which its rates, business, 
or earnings or those of its subsidiary will 
be affected by the Natural Gas Act, or any 
amendments thereto, or as a result of the 
final outcome of the proceedings referred 
to under this subcaption “Natural Gas Act,” 
and the company, therefore, disclaims any 
representations in respect*thereof. 


» 


“Death Sentence’ Deferment? 


crease. 

Due to a substantial gain in gross the 
company was able to absorb a sharp in- 
crease in taxes with little change in net 
income, in the interim 1941 statement. 
Taxes (including charges in lieu of Fed- 
eral normal income and excess profits 
taxes) amounted to 25.6 per cent of rev- 
enues for this period, an unusually heavy 
percentage. Maintenance, depreciation, 
depletion, and amortization in the twelve 
months ended September 30, 1941, 
amounted to nearly 18 per cent of gross 
revenues. 

Since the company, according to the 
recent prospectus, considers itself “nei- 
ther a holding company nor a public util- 
ity company within the purview of the 
act” it presumably need not worry about 
the geographical requirements of § 11. 
The company is, however, subject to reg- 
wlation by the FPC under the Natural 
Gas Act of 1938. About a year ago the 
city of Detroit brought a rate proceed- 
ing against the company, and later Michi- 
gan Consolidated Gas Company also 
filed a complaint. A new rate situation Ps 
may result from the pending merger of 
Panhandle and Michigan Gas Transmis- 
sion Corporation, though it is not clear 
to what extent this will help to clear up 
current litigation. 


LAST-MINUTE decision by North 
American Company directors to 
postpone the huge offering of Union 
Electric common stock (which might 
have been retailed at around $25 a share 
or about $67,000,000) has resulted in 
press comment to the effect that legisla- 
tion may be sought in Congress to repeal 
or postpone some of the more drastic 
provisions of the Holding Company Act, 
which might permit the SEC to force 
property sales at depressed market 
levels. 

North American executives had appar- 
ently hoped to obtain around $28-$29 per 
share for Union Electric stock, whereas 
the bankers indicated that even $25 might 
prove a somewhat optimistic figure at 
which to complete the distribution of the 
stock. Dillon, Read & Co. had done a 
great deal of preparatory work and had 
organized a nation-wide banking group 
of 141 underwriters, but the question of 
price had apparently not been fully ex- 
plored in advance. 


Associated Gas & Electric 


HILE Associated Gas & Electric de- 
benture bonds have declined to 
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nearly one-half their best 1941 levels, 
the system is making gradual progress 
toward its broad objectives—correction 
of inflated values, untangling of system 
relationships, sale of system properties, 
refunding of important bond issues, etc. 
Two major subholding companies were 
eliminated during December so that no 
more than a grandparent relationship 
(permitted under the Utility Act) exists 
in most cases as far as AG&E Corpora- 
tion is concerned. Relations with Howard 
C. Hopson and the government’s major 
tax claims have been satisfactorily cleared 
up, although subholding companies may 
still face some tax problems. 

Revenues for 1941 showed a gain of 
6.7 per cent but system net income de- 
clined 8.1 per cent to about $11,400,000. 
This is not an unfavorable showing, how- 
ever, as compared with most companies. 

A number of small properties were dis- 
posed of during the year. The most im- 
portant pending sale, that of the South 
Carolina properties of General Gas & 
Electric, has been held up by the “Co- 
lumbia Canal” litigation, which still re- 
mains alive on appeal in the state court 
(it is expected that the state supreme 
court will hear the case in May), al- 
though a similar suit in the Federal court 
was dismissed last September and can no 
longer be appealed. Sale of these proper- 
ties to the state or to local power author- 
ities, for which negotiations have been 
under way for some time, would greatly 
improve the position of General Gas & 
Electric. 

However, that company’s important 
subsidiary, Virginia Public Service Com- 
pany, recently announced that its second 
comprehensive refunding and recapitali- 
zation plan has been abandoned, thus re- 
opening SEC proceedings against the 
company under § 11(b)(2) of the Util- 
ity Act. In its letter to preferred stock- 
holders the company’s finance committee, 
referring to the SEC hearings on March 
4th, stated, “Under the rules of the com- 
mission, you may, if you so desire, have 
the opportunity to appear and participate 
therein.” General Gas has discontinued 
dividends on the $5 prior preferred stock 
in order to bolster its cash position and 
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aid in settlement of some old Federal t; 
claims. 


SSOCIATED Electric Company, one ¢ 
1 \ the three subholding companies g 
AG&E, has made important 


rent plan calls for the acquisition of th 
assets of six companies by Pennsylvanij 
Electric and the retirement of their put 
licly held indebtedness. Pennsylvanij 
Electric is now rapidly proceeding wit 
an offering of $32,500,000 first mortgags 
bonds and 34,000 shares of preferref 
stock. Competitive bidding on the bonf 
issue is anticipated currently, the offer 
ing having been approved by the Pennsy| 
vania commission and the SEC. At somé 
later date it is also planned to merg 
Keystone Public Service and Pennsy! 
vania Edison (subsidiaries of NY P! 
NJ, third major AG&E subholding com: 
pany) with Pennsylvania Electric. 
Associated Electric has, of cours, 
been affected somewhat by the effects of 
the war in the Orient, which has cut of 
substantially all income from Manila 
Electric Company and Escudero Electric 
Service Company. -Income from thes 
companies in the twelve months ended 
November 30th had amounted to $1,218- 
075. Some of Manila’s funds were trans- 
mitted to this country, however, and 
while these were “frozen” by Treasury 
rulings, enough has been released to pay 
some of the company’s expenses in the 
United States. Manila Electric bonds held 
by the public amount to only $526,000. 
The management of Associated Elec- 
tric is understood to be hopeful that it 
can continue interest payments on its own 
bonds, despite the loss of income from 
the Orient, unless the burden of Federal 
taxation is very substantially increased. 
Its cash position remains good and pro- 
ceeds of sales of property are being de 
voted to gradual retirement of its own 
bonds, at the rate of about 2 per cent pet 
annum. Such retirements have been ef- 
fected without substantially increasing 
the company’s taxes since they wer 
largely offset by capital losses. 
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While it is difficult to forecast, it ap- 
pears likely that with any return of nor- 
al values for operating company equi- 


Pennsylvania Electric to make a substan- 
ial contribution to AG&E Corporation. 
Any salvage value from Manila Electric 
ould increase this total. However, such 


bound 45 or 50 through sale of miscel- 
bneous subsidiaries. The system is for- 
tunate in that these latter properties have 
very small funded debt in the hands of 
the public. 


Nothing has developed recently with 
regard to earlier suggestions that NY PA 
NJ, most important of the AG&E sub- 
holding companies, should liquidate its 
holdings in Rochester Gas & Electric and 
Staten Island Edison. Presumably in the 
judgment of the trustees this is not a 
propitious time marketwise to effect these 
sales. 


¥ 


Some Utility Systems Accruing 
40-45 Per Cent Normal Taxes 


| gore utility systems, becoming 
hardened to the tempo of steadily ris- 
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ing taxation, are apparently starting to 
accrue higher Federal normal income 
taxes somewhat earlier this year than in 
previous years. According to a survey by 
Dow-Jones the following tax rates are 
now being accrued against interim earn- 
ings: 

American Gas & Electric 

American Power & Light 

American Water Works 

Columbia Gas & Electric 

Commonwealth Edison 

Commonwealth & Southern 

Consolidated Edison 

Brooklyn Union Gas 

Electric Power & Light 

Engineers Public Service 

National Power & Light 

orth memerican CO. os sso secs cs cueavs 


Niagara Hudson Power 40 
Public Service Corp. of N. J. ......... 35 


It is reported that Electric Bond and 
Share companies will set up future in- 
terim earnings statements so as to show 
Federal taxes accrued at the 1941 rate, 
with a separate item for the estimated 
additional amount which might be levied 
for 1942. 


¥ 


Preferred Share Purchasing by 
EB&S in Open- Market 
Curbed by SEC 


HE Securities and Exchange Com- 

mission refused to authorize Elec- 
tric Bond and Share Company to use $5,- 
000,000 more of its cash in market pur- 
chases of its own preferred. The use of 
$2,000,000 was permitted, however, sub- 
ject to certain restrictions such as were 
applied in the previous authorization 
(last September) to use $5,000,000 to 
repurchase outstanding $5 and $6 pre- 
ferred. 

The commission pointed out that the 
prior authorization had been made upon 
the understanding that it was a “mere 
stop gap” program, intended to bridge the 
interim which would necessarily occur 
before a decision was handed down by 
the commission in the then-pending 
United Corporation financing plan, at 
which time it was expected some sort of 
distribution would be made to preferred 
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stockholders. It was further observa 
that such proceedings have not as yy 
been completed and a considerable tine 
may elapse before Bond and Share yi 
be in a position to reduce its preferre 
stock in this manner. 

The commission stated that under th 
circumstances “it is plain that if we wer 
to permit the company to continue along 
the lines it suggests we might well find 
ourselves faced with a long-term, piece. 
meal use of assets to retire large amounts 
of preferred stock at prices which, in 
part because of the protracted retirement 
method employed by the company, would 
probably continue at depressed levels.” 

The commission suggested that a dis. 
tribution or exchange plan should bk 
given more careful consideration by the 
company, notwithstanding possible ob- 
stacles of a legal or practical nature, 
Such a program, it was stated, might also 
carry the company far along the path of 
conformity to the requirements of § !1 
and also simplify many of the company’s 
financial problems, including that rela- 
ing to the continuation of preferred div- 
dends. 


» 


United Corporation 


HE Securities and Exchange Com- 

mission announced on February 
21st that The United Corporation had 
filed a declaration under the Holding 
Company Act regarding the proposed re- 
duction of the stated value of its 2,48; 
712% shares of outstanding $3 cumt- 
lative preference stock from $50 a share 
to $5 a share. 

The proposed reduction of the stated 
value of the preference stock will result 
in a reduction in preference capital ac 
count and in an addition of $111,992.50 
in the company’s capital surplus. The 
company said that the stated value of the 
stock is being reduced “in order to facil 
tate the declaration and payment of div: 
dends accrued and to accrue” on the 
cumulative preference stock. Dividend 
arrearages accumulated from January], 
1941, aggregate $7,466,136 or $3 a shart. 
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INTERIM EARNINGS PER SHARE 
End of _12-month Period 3-month Period 


Electric and Gas Companies Periods Latest Prev. Incr. Latest Prev. Incr. 
American Gas & Elec. Consol. ........ Nov. $2.84 $2.94 D3% $61 $.74 D18% 
Amer. Power & Lt. (Pfd.) Consol. .... Nov. 5.44 6.71 D19 1.02 1.50 D32 
American Water Works Consol. ...... Sept. 116 1.30 Dil .19 a See 
Parent Co. ... Sept. 49 Yee oe ¥ ne 
Boston Edison Sept. 2.28 2.40 D5 43 53 D19 
Cities Service P. & L. (Pfd.) Consol. . Sept.(a)18.21 25.59 D29 oe as a 
Commonwealth Edison Consol. ....... Dec. 210  . 222 DY 
Com. & Southern (Pfd.) Consol. ..... : 8.09 870 D8 es he 
Consolidated Edison, N. Y. Consol. .... 3 2.00 2.23 50 57 
6 ae Ga = = aia a 
Cons. Gas of Baltimore Consol. ....... ' ‘ 
Detroit Edison Consol. ..........000+ D 196 1.69 
Elec. Bond & Share (Pfd.) Parent Co. 7.49 6.37 
Elec. Power & Lt. (1st Pfd.) Consol. .. 9.41 8.42 
Parent Co. Sept. 1.94 1.77 
Engineers Public Service Consol. ..... Dec. 7 il 
Federal Light & Traction Consol. ..... Sept. 1.74 2.24 
Long Island Lighting (Pfd.) Consol. . Sept. 3.02 2.62 
Parent Co. Sept. 3.87 3.43 
Middle West Corp. Consol. .......... Sept.(a) .85 ; 
Parent Co. ...0365 Sept.(a) .36 
National Power & Light Consol. ...... Nov. 1.06 
Parent Co. .. 2 33 
Nor. States Pwr. (Del.) Consol. (Cl. A) 2 2.19 
; Pacific Gas & Electric Consol. ........ 4 2.20 
Ompany § Public Service Corp. of N. J. Consol. . Jan. 2.00 
hat relat- Southern California Edison O 2.40 
rred divi- Stand. Gas & Elec. (Pr. Pfd.) Consol. 7 
Parent Co. 1 


United Gas Improvement Consol. ..... 


arent Co... k 
United Lt. & Power (Pfd.) Consol. ... Sept. 
Parent Co. Sept. 


BSN88a 


oO 


Gas Companies 


American Light & Traction Consol. ... Nov. 
Brooklyn Union Gas Sept. 
Columbia Gas & Electric Consol. ..... Dec. 
El] Paso Natural Gas Consol. ......... Dec. 
Lone Star Gas Consoh.. ... ccc ciesccsee Dec. 
Oklahoma Natural Gas Dec. 
Pacific Lighting Consol. ...........+. Dec. 
Peoples Gas Light & Coke Consol. .... Dec. 
United Gas Corp. (1st Pfd.) Consol. . Nov. 

Parent Co. Sept. 


of 
DORI Aw woroo Ne 


—"* 
CRAY AHO Ne 


BALLSERERSR 
NIBRSIRVSF 


Telephone and Telegraph Companies 


American Tel. & Tel. Consol. ........ Dec. 10.26 11.26 
Parent Co. Dec. 10.01 10.08 

General Telephone Consol. ........... Sept. 2.74 281 

Western UMiee Th ockcccccceseccoss Dec.(b) 7.05 3.46 
to facili- fa Systems outside United States 
of divi Amer. & For. Pwr, (1st Pfd.) Consol.. Sept. 6.59 5. 1.81 
n the $3 arent Co. Sept. 414 3. . 61 
Jividen! i —— 


nuary |, D—Deficit or decrease. 
a share, (a) Nine months’ period. 
(b) Ten months’ period. 
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Can the War Defense Agencies 
Operate Industry? 


K™ since President Roosevelt last 
year ordered the Army and Navy 
to take over and operate a strike-bound 
aircraft factory and a shipyard, respec- 
tively, it has been generally taken for 
granted that the Federal government re- 
serves the right to seize and operate any 
industrial plant or facility, the continued 
operation of which is necessary for the 
national defense. 

Statutory authority on this subject was 
written into the Selective Service Act 
of 1941. Only recently a high official of 
the War Production Board, R. R. Guth- 
rie, warned the radio manufacturing in- 
dustry that it would have to convert en- 
tirely to war production or get out of 
business. Clear implication of Guthrie’s 
warning was that the government would, 
if necessary, seize the plant facilities of 
radio manufacturing companies which 
failed to conform with the government’s 
program of 100 per cent conversion to 
war effort. 

But it is not at all certain which branch 
or branches of the government would do 
the seizing or the operating. As already 
noted, the Army and Navy exercised 
such authority, but only in a temporary 
fashion for the purpose of settling a 
strike. But how about industries which 
are not so directly tied up with the opera- 
tions of the Army and Navy, respective- 
ly, as airplane factories or shipyards? 
How about the hypothetical case of a 
recalcitrant radio manufacturing con- 
cern? Would it be the War Production 
Board itself that would carry out Mr. 
Guthrie’s threat? If so, what branch? 


ig the case of utilities the situation is 
complicated by a most confusing di- 
vision of authority. For example, the 
Bonneville Advisory Board—an agency 
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set up by the Bonneville Act of 1937 
(composed of representatives of War, 
Interior, Agriculture, and FPC)—t. 
cently made certain recommendations 
about developing public power facilities 
in the Pacific Northwest. The board 
urged the completion of studies of power 
possibilities and urged the rushing of 
work on new capacity at Bonneville and 
Grand Coulee. 

Among other plans the Bonneville Ad- 
visory Board suggested the taking over 
of the Rock Island project now being 
built by the Puget Sound Power & Light 
Company. The board stated that the com- 
pletion of this project is essential but 
hinted that financial complications (per- 
haps those arising in part out of the ad- 
ministration of the Holding Company 
Act) might prevent the private compa- 
ny from prompt completion of the work 
in progress. Under § 16 of the Federal 
Water Power Act (which is not an emer- 
gency law at all) “the President” has the 
authority to take over and operate, as long 
as necessary, any federally licensed hy- 
droelectric projects required for defense. 

But neither the Federal Water Power 
Act nor the Selective Service Act throws 
any light upon the identity of the gov- 
ernment agency that would be responsi- 
ble for the actual operation in case of 
seizure. From the Bonneville Advisory 
Board report, one might guess that the 
board had in mind either the Bureau o! 
Reclamation or the Bonneville Admin- 
istration with respect to the Rock Island 
project. But obviously other power pro)- 
ects which might have to be taken over 
under direct government control, but 
which are located in other areas, would 
have been placed under an entirely dif- 
ferent arm of the Federal government. 

Consider the recent case of the labor 


370 





Federal 
in emer: 
has the 
, as long 
ised hy- 
lefense, 
- Power 
throws 
he gov- 
>sponsi- 
case of 
dvisory 
‘hat the 
reau of 
Admin- 
- Island 
er proj- 
onl over 
ol, but 
would 
aly dif- 
nment. 
e labor 


WHAT OTHERS THINK 


fispute on the Chicago, North Shore 
i Milwaukee Railroad. Joseph B. East- 
gan, director of the Office of De- 
fnse Transportation, appealed by tele- 

on February 14th to W. D. Mahon, 
Detroit, president of the Amalgamated 
Association of Street Railway, Electric 
Railway and Motor Coach Employees of 
America, to direct members of his union 
immediately to restore full service on the 
North Shore trains. This service had 


been discontinued February lst when 
Amalgamated members employed by the 
Chicago Rapid Transit Company refused 
to throw switches so as to permit these 
trains to proceed into Chicago over the 
Rapid Transit Company’s tracks. 
Asserting that the dispute “can and 
should be disposed of in conformity with 
the procedures laid down by the Presi- 
dent in his executive order establishing 
the War Labor Board,” Mr. Eastman 
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said: “J await your reply before deter- 
mining what formal action as director of 
Defense Transportation I may take to 
restore the service in question.” (Italics 
supplied.) 

So here we have Mr. Eastman, as di- 
rector of Defense Transportation, evi- 
dently convinced that if worse comes to 
worse he is authorized to take over and 
operate a strike-bound railroad system. 
But suppose it were a strike-bound elec- 
tric utility or gas utility—one that is not 
under a Federal water power license and 
hence not subject to the provisions of 
that particular act? We have no prece- 
dent. We can only guess. And the near- 
est guess would seem to be that the pow- 
er branch of the War Production Board, 
headed by J. A. Krug, would probably 
exercise the necessary authority in the 
name of the WPB. 


I* the case of telephone and telegraph 
utilities, on the other hand, the situa- 
tion is even more confused. There exists 
in the Federal war organization a sepa- 
rate subordinate branch of the Office for 
Emergency Management known as the 


Defense Communications Board, which 
was set up to plan and codrdinate the ac- 
tivities of telephone, telegraph, and radio 
broadcasting companies for purposes of 
national defense. Last December Presi- 
dent Roosevelt, by a proclamation, dele- 
gated to the DCB those powers which 
the Federal government possessed under 
the emergency provisions of the Com- 
munications Act of 1934 (§ 606). These 
included the right to seize and control 
radio broadcasting facilities. 

However, when Congress, more re- 
cently, amended the Communications 
Act so as to give the government the same 
powers of seizure and control over tele- 
phone and telegraph companies as it pre- 
viously had over radio broadcasting, the 
President did not follow up with an order 
delegating such authority to the DCB. 
Still more recently the War Production 
Board established a communications 
branch which presumably has powers 
over telephone, telegraph, and radio par- 
allel to those of the WPB Power Branch 
over gas and electric utilities. 
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In other words, the communications 
utilities have two places in the Federg 
war organization to look for possible 
seizure and control—the Defense Com. 
munications Board (which is roughly 
analogous to the Office of Defense 
Transportation, headed by Joseph B, 
Eastman) and the WPB Communic. 
tions Branch, headed by Leighton Pee. 
bles (roughly analogous to the WPB 
Power Branch). The outline accompany. 
ing this article illustrates the genesis of 
these various defense organizations. 


oO summarize, this much would seem 

to be certain, from an examination 
of what has been done and said in the 
way of taking control of utility proper- 
ties and industrial properties generally 
during the emergency—there is to be no 
central operating branch of the Federal 
government employed in all such cases, 
It would follow that such seizure and con- 
trol as might be required would be placed 
in the nearest available agency (and in 
some instances might even give rise to 
differences between Federal agencies). 
Therefore, it might be the Army or the 
Navy or the Reclamation Bureau of the 
Interior Department. In the case of a 
railroad system it might be Mr. East- 
man’s ODT. In the case of a telephone 
company it might be either DCB or the 
WPB Communications Branch. 

In the case of a private electric utility 
not operating under a Federal license it 
might be the WPB Power Branch. In- 
cidentally, we have already seen in the 
case of the Grand River Dam Authority, 
previously operated by the state of Ok- 
lahoma, seizure and operation were un- 
dertaken by the Federal Works Admin- 
istration. Here, however, the situation 
was somewhat peculiar by reason of the 
fact that the seizure resulted from a de- 
fault on obligations to the Federal gov- 
ernment held under the authority of the 
Federal Works Administration. 

Of course, seizure and control are hor- 
rendous words to be used, even during 
such a critical emergency as that through 
which America is now passing. As a prat- 
tical matter, it is inconceivable that the 
seizure of the average public utility prop- 
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“ON BEHALF OF THE MANAGEMENT, I REGRET, LADIES AND GENTLEMEN, 
THE FINISH OF THIS EXCAVATION FEATURE, TO WHICH YOU HAVE GIVEN 
YOUR KIND AND UNDIVIDED ATTENTION. HOWEVER, I AM HAPPY TO 
ANNOUNCE THE OPENING OF A NEW AND BIGGER ATTRACTION—THE 
CONSTRUCTION OF A NEW SUBSTATION—ON THE CORNER OF FIFTH AND 
QUEENS STREETS, STARTING NEXT TUESDAY AT 7 O’CLOCK” 


erty would be necessary for purposes of 
national defense except in cases of seri- 
ous local labor disturbance or under iso- 
lated special circumstances such as the 
Rock Island project above referred to. 
(Even in the Rock Island case, the vul- 
nerability of the Pacific Northwest to 
enemy attack might well cause the Army 
to double check suggestions of the Bon- 
neville Advisory Board’s recommenda- 
tion before the Federal government car- 
ries them out.) 


pbs what we have seen of 
government seizure and control of 
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industrial properties as emergency meas- 
ures has been more disturbing in theory 
than in practice. It usually amounts to no 
more than an Army or Navy officer tak- 
ing over formal control at the top, but 
with the balance of the same faces doing 
business at the same old stand. 

Indeed, in his proclamation last De- 
cember handing over radio broadcasting 
control powers to the DCB, President 
Roosevelt stressed the importance not 
only of exercising such powers sparingly 
but of keeping management, personnel, 
and corporate organization on the job to 
the greatest extent possible. 
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Needless to say, the real purpose of 
the war organization of the Federal gov- 
ernment, outlined in the accompanying 


chart, is something far different from the . 


remote possibility of seizure and control 
of industrial properties. In the case of 
public utilities, as in the case of all other 
industries, the principal function of the 
WPB is to plan and coordinate the indus- 
try’s operations with the nation’s war 


effort. This involves such difficult an; 
delicate administrative problems as th 
dispensation of priorities, the allocation 
of materials, the rationing of service, and 
so forth. 

It is safe to say that the final step of 
actual government seizure and control js 
one of the lesser worries of the govern. 
ment’s hard-working war organization, 

—F. X. W. 





Will the War Bring More Lady Employees? 


agora the conductorette of World 
War I? Well, she’s coming back. 
So says The Wall Street Journal in a 
recent article on the prospects for more 
female employees in utility service. The 
Journal stated : 


Conductorette was the most important 
public service réle undertaken by women in 
the last war. It will be different this time, 
however. The nation’s electric, gas, and wa- 
ter companies expect to call upon women to 
assume numerous duties in the field and of- 
fice now performed by men. 

Before this year is over, many utility com- 
panies think they will be shorthanded. The 
draft, they say, will combine with the lure 
of higher wages in other industries to cre- 
ate an increasing drain on their staffs. 

Most companies already are studying va- 
rious plans to meet personnel shortages. 

As they see the situation now, there are 
two or three things that can be done. The 
first would require remaining personnel to 
do double duty. That does not necessarily 
mean increased working hours, but the 
greater use of such time and a combina- 
tion of jobs. For instance the service man 
may be called upon to read meters; or the 
meter man may have to do certain service 
work in conjunction with his regular meter 
reading calls. 

Some utilities are considering the possi- 
bility of reading meters every two months 
instead of monthly. Others are thinking of 
sending cards to customers with the request 
that they be returned with the meter read- 
ing filled in. A company meter reader would 
call every three months or so as a double 
check. 

When such steps fail to do the job or are 
not feasible, substitution of female for male 
personnel will be the alternative. 

There are going to be women meter 
readers ; repair-women, who will replace re- 
pairmen to answer service calls, adjust gas 
and electric ranges, toasters, refrigerators, 
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and the hundred and one things utility cus. 
tomers ask the companies to service, 

‘Women also may be employed to do cer. 
tain maintenance work, and even lighter 
tasks of a technical nature in engineering 
or in the laboratory. 


Infiltration of the ladies into clerical 
departments of the utilities, such as the 
accounting and legal branches, is a fore- 
gone conclusion. This is happening al- 
ready. In many utility organizations 
qualified ladies are stepping up to assume 
more responsible posts as the ranks of 
the office staff are depleted by men called 
out for war service. 


N Great Britain the shortage of man 

power has resulted in the diversion of 
female labor into jobs requiring more 
brawn than brains. This we can see from 
almost any news photo magazine. Wo- 
men who never worked before are now 
working in the retort houses of British 
gas utilities, hauling out clinkers and 
shoveling coal. They also read meters, 
collect coins from prepayment meters, 
and undertake light maintenance work on 
ranges, furnaces, and water heaters. 

A fitting uniform for the ladies has 
not been overlooked in the process. 
Those employed in the shop wear blue 
2-piece overalls and a cap. Meter read- 
ers wear Navy blue slacks and a jacket 
with jaunty, red-piped caps. When the 
lady meter readers went on their jobs 
housewives expressed surprise and ex- 
changed comment about the “lady gas 
men.” 

As far as American companies are 
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WHAT OTHERS THINK 


concerned, the most acute situation at the 
moment appears to involve skilled and 
experienced plant engineers who are 
fymiliar with the system layout. Such 
men are key factors in plant operation. 
A number of utilities have been asking 
draft deferment for such men. The 
policy of the draft authorities at the 
headquarters in Washington seems to be 
quite liberal in this respect. If a utility 
company honestly and sincerely feels 
that a certain key man should be kept 
in utility service instead of reporting for 
military duty, the Army draft authorities 
are not only willing but quite anxious 
to see that such key men are kept at a 
post where they will serve the nation 
most effectively. 

Indeed, Army draft authorities have 
expressed concern over the hesitancy of 
many industries in advising military 
authorities about their need for draft 
deferments. They take the position that 
it is up to the industrial executives to in- 
form the local draft boards in the first 
place and the high draft authorities in the 
second place if a local board should ap- 
pear to be too rigid in its attitude. 


“We want to codperate but we can’t 
cooperate if nobody tells us the facts,” 
was the way one officer put it. The gov- 
ernment’s position seems to be that the 
Army does not need men quite so badly, 
as yet, that it must risk the breakdown of 
essential public service simply in order 
to get a few more men into uniform for 
duties which the general average of re- 
cruits and selectees could just as well 
perform. 


| was President Roosevelt who 
struck the keynote in this respect 
when he addressed a personal appeal to 
civilian workers engaged in air base and 
naval base construction at Trinidad, 
north Ireland, and elsewhere to refrain 
from the patriotic impulse of enlisting 
for military service. The work these men 
are now doing as civilian employees, said 
the President, work which they are 
trained to do with a high degree of skill, 
is more important to the nation’s war 
effort than adding another name to an 
infantry muster or some other branch of 
the armed service. 
—F. X. W. 





The War Emergency Strains City Transit 


Sipe the heading, “Transit Short- 
age Grows More Acute,” the Feb- 
ruary 27th issue of PUR Executive In- 
formation Service, a weekly Washing- 
ton letter on utility matters, ventures the 
following comment on the transit situa- 
tion, especially in areas where there is 
active war production: 


A series of circumstances arising from the 
emergency is making it hard for transporta- 
tion companies in many large cities to render 
adequate service. First was the stimulation 
of demand for transit service, very often in 
new areas, caused by war production activity. 
Then came tire and auto restrictions aug- 
menting the mounting transit load. Now 
comes virtual exhaustion of facilities, both 
old and new—both traction and bus—to sup- 
plement existing service. 

Notwithstanding operating economies such 
as skip-stop and staggered hours, transit 
companies in several cities admit they have 
about reached the end of their rope. Little 
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help can be expected by way of establishing 
train commutation service. Railroads have 
an overload problem of their own. 

In Cleveland, Ohio, the railway company 
(in the process of being acquired by the city) 
has adopted a rigid policy of “no new lines” 
for the duration. This, in spite of a con- 
stantly growing suburban population, com- 
posed of defense workers, with resulting de- 
mands for service extensions. The Cleve- 
land line simply cannot carry any more 
passengers. 

“Steel rails are even harder to get than 
bus tires—even if you could get more coaches 
and busses”—that’s the situation. 

In Washington, D. C., taxicabs are ex- 
perimenting with multipassenger loads dur- 
ing rush hours. The local transit company 
is struggling to keep pace with the incoming 
flood of government war workers. Every 
unit of rolling stock is in service. 

Problem will grow more acute with passing 
weeks as private auto tires wear out. Not 
much relief can be expected from loosening 
priorities. 
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Judging from this, the long-range out- 
look would appear to be that there will be 
considerable walking and bunking on or 
near the job before the war is over. From 
the short-range view, it would seem that 


the electric railways are staging an un- 


expected economic comeback as new 
automobiles and tires for old ones be- 
come unavailable. 

Harry T. Rohs, in a signed article pub- 
lished in the January 8th issue of The 
Wall Street Journal, stated on this situa- 
tion: 

From all over the country, come reports 
of local transit companies ferreting out 
ancient but still usable trolleys. Priorities 
have clamped down on new ones. 

Salt Lake City had decided to abandon the 
rest of its tracks. But that’s all stopped 
now and, currently, the company is mulling 
over a bid from Texas for 14 of its old 
trolleys. 

Detroit’s search for street cars has uncov- 
ered more than 100 bus-replaced trolleys 
gathering cobwebs in municipal car barns. 
Their flat wheels are being rounded, up- 
holstery refurbished, and brightwork pol- 
ished. Like other sprawling midwestern 
cities, Detroit will be hard put to get its 
workers back and forth to the factories 
when auto tires begin to wear thin. 

Washington, D. C., and Dallas have gone 
so far as to lay track to new territory. Trac- 
tion men say this is the first “expansion” 
they’ve heard of in years. 

Without exception, transit companies have 
stopped junking trolley and bus equipment as 
it becomes too old for economic operation. 
Even the most decrepit cars and busses (they 
are hard to get, too) are being stored against 
the “emergency.” 


Yew cere men are sure the street car 
revival is all terfiporary. | When 
peace brings back the new busses, the 
trolleys will go into a new, and probably 
permanent, decline. Meanwhile, the 
transit companies are counting on profits 
to provide funds for a rapid change-over 
to bus operation—when they can buy 
busses. 

Executives of utility holding com- 
panies also are feeling a bit more chipper 
over the street car boom. They are hoping 
the tire and automobile shortages may 
impress the Securities and Exchange 
Commission sufficiently to ease some 
prospective sharp write-downs in the 
value of traction units. 


Mr. Rohs recalls that the trolley has 
been written off for a good many years 
as a “dying industry.” But fortunately 
for a number of the larger cities, where 
the transportation situation is acute, the 
street car had not actually disappeared 
from the streets—a development which 
actually happened in cities as large as 
San Antonio, Texas, and Rochester, New 
York. 

Statistics show that the street railway 
is still the backbone of the nation’s trans- 
portation service. More than 14,000,- 
000,000 passengers were carried by 
busses, street railways, and rapid transit 
systems in the United States in 194], 
Half of these rode on street cars. The 
bus is yet only an increasingly supple- 
mentary service in cities averaging more 
than 300,000 population. 

But the bus industry, itself, is feeling 
the pinch for more equipment. Mr. 
Rohs states on this: 


A good second-hand bus is a precious item. 
Most of them were bought up a long time 
ago for use in areas where new armament 
plants were built. 

Hard-pressed companies are taking the 
most ancient vehicles from storage for re- 
habilitation, and even structural rebuild- 
ing. Old 2-wheel brake vehicles are being 
made ready; busses once consigned to the 
junk pile are now being inspected to deter- 
mine whether restoration would be worth 
while. 

Manufacture of new busses has been cur- 
tailed sharply by priorities. Unless defense 
officials change their minds, there will be 
less than 5,000 busses made this year. That's 
about 1,200 less than in 1941. Ten thousand 
new busses could be absorbed easily in the 
arms boom centers. 

Months ago, many large industrial con- 
cerns arranged with transit companies to 
stagger starting and stopping times of their 
various work shifts. This helped stretch 
existing transit facilities so they could handle 
a greatly increased passenger volume. 

For example, a Bethlehem Steel plant em- 
ploying 28,000 people worked out its schedule 
so that there were three different starting 
times. 

In Dallas and New Orleans a system of ex- 
press service to specific transfer points was 
developed. This was coupled with the stagger 
system for starting and quitting times. 


HAT it means to local transporta- 
tion service to have an Army camp 
near by is shown by the experience of 
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“SO NOW YOU WANT TO BUY IT BACK!” 


Little Rock, Arkansas, where passenger 
traffic has jumped more than 50 per cent. 
In the heavy ship-building area of Nor- 
folk-Newport News, local traffic is up 
40 per cent—in the Puget Sound area and 
E! Paso area, 30 per cent and still grow- 
ing, 

Washington, D. C., served by the 
Capital Transit Company, always had a 
special problem because about one-half 
of the town’s normal working popula- 
tion works for Uncle Sam and the other 
half works for the first half (grocery 
stores, hotels, and other civilian supply 
lines). The fact that Uncle Sam is the 
principal boss in the capital city is fur- 
ther complicated by the particular fact 
that most of the government buildings 
are located in the 2-mile area surround- 
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ing the Mall. Also, the fact that the vast 
majority of Uncle Sam’s employees used 
to keep the same working hours—9 a.m. 
to 4:30 p.m. This situation always did 
create an unusually high peak during 
rush hours. 

But since the rearmament program has 
started, the working population of Wash- 
ington, D. C., has grown to such an ex- 
tent that the city is literally splitting its 
seams. Furthermore, virtually all of 
the increase has been for government 
employees. This led last year to a dras- 
tic program of staggered working hours. 
Since then, some agencies have been 
shipped out of Washington and others 
are to follow. And there is an attempt 
to decentralize the concentration of gov- 
ernment buildings around the Mall. The 
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Army and Navy have spilled across the 
Potomac into Arlington county, Vir- 
ginia. Other agencies have overflowed 
into adjacent Maryland. (The Office of 
Price Administration recently took a new 
building at Suitland, Maryland, in 
Prince Georges county.) But for all that, 
the task of the Capital Transit Company 
is becoming more difficult every day. 
Continuing his review of the transit 
situation in other cities, Mr. Rohs stated: 


Officials of Detroit’s municipally owned 
street railways system, which is geared to 
transport between 17 to 14 million cus- 
tomers’ each day, foresee a possible doubling 
of the number of patrons as the approxi- 
mately 500,000 workers who normally drive 
their own cars become unable to do so. 

With many local factories due to be shut 
down in another month as automobile out- 
put is suspended, Detroit’s transportation 
problem is not expected to become really 
serious until next summer or fall when de- 
fense plants attain peak output. 

To meet a potential peak when workers’ 
cars begin to disappear, the Detroit Street 
Railway is rehabilitating 127 street cars that 
have been replaced by busses. Some addi- 
tional busses of an order for 300 placed 
several months ago remain to be delivered 
and the street railways commission has been 
authorized to advertise for bids on another 
500 busses. When the peak traffic load comes 
Detroit hopes to handle it by staggering 
working hours. , 

The Twin City Rapid Transit Company, 
which operates the street cars and local 
busses in St. Paul and Minneapolis, made a 
good start on rehabilitating old equipment 
even before tire rationing was announced, 
according to D. J. Strouse, president. His 
company, Mr. Strouse said, will have every 
available bit of equipment in first-class oper- 
ating condition by the time any substantial 
traffic increase can develop. He expects to 
be able to meet traffic needs by increased 
service put on as quickly as it is required. 
A considerable increase, probably 25 per cent 
he states, can be handled without difficulty 
by equipment already in use. The company 
is making a detailed survey covering steps 
which would be necessary to meet various 
degrees of traffic growth. 

When car riding in Boston began to take 
the upgrade, early last year, Boston Elevated 
Railway reconditioned 39 cars and changed 
retirement policies. Formerly, vehicles, 
after a decade of service or upon reaching a 
point where they failed to run economically, 
were disposed of. Now they are being kept 
in storage to be used when needed. 

The company has 25 busses on order for 
this year. 
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ee light on what the future may 
bring may be gleaned from the fo. 
lowing: There are 30,000 workers em. 
ployed at the Philadelphia Navy Yard of 
which the PTC carries about one-half 
The bulk of the other half ride in private 
automobiles. The ratio of public to pri. 
vate users is about the same at other de. 
fense plants in and around Philadelphia 
served by the company which would indi- 
cate that any decrease in number of pri- 
vate cars available would throw an addi- 
tional burden on the company. It js 
estimated there are about 300,000 war 
workers in the Philadelphia area being 
transported to their jobs daily by the 
Pre. 

In the last two years the company has 
ordered 240 street cars, 383 busses, and 
50 trackless trolleys. All but 110 street 
cars, delivery of which has been delayed 
by priorities, are in service. Additional 
busses are soon to be ordered. 

The Cleveland Railway Company, 
which is in the process of acquisition pro- 
ceedings by the city, recently decided to 
call a halt on all further extension of rail 
lines, as noted in the passage quoted 
above. Mr. Rohs’ article gives us more 
details on the Cleveland situation, as fol- 
lows: 

The Cleveland Railway Company shortly 
will order 100 new busses to aid in meeting 
expanding traffic volume. Last year it re- 
modernized 150 street cars. 

The company recently took steps to get 
large defense employers to stagger their 
working hours so that existing facilities will 
be sufficient to handle the task. A spokes- 
man for the railway company said about 
1,000,000 rides are taken on its street cars 
and busses on an average week day, and that 
about 500,000 of these rides are in a 4-hour 
“rush period” between 7 and 9 in the morn- 
ing and between 4 and 6 in the afternoon. 

Another proposal is a plan to run special 
“defense worker” busses to and from central 
points in residential sections, to the larger 
defense plants. To this end, the company 
has obtained from some 20 larger defense 
employers, the home addresses of employees 
in order to determine locations of these cen- 
tral pick-up points. A separate fare struc- 
ture is contemplated for this service, with a 
charge of 5 cents for rides under 24 miles, a 
charge of 10 cents between 24 and 8 miles, 
and a charge of 15 cents for over 8 miles. 


There will be no immediate pinch in 
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California mass transportation, but com- city is being used almost to a maximum. 

anies are not sure about the longer term. The Market Street Railway may soon 
It depends on the rapidity with which have to revamp 70 old street cars which 
depreciating tires and lack of new auto- were replaced by busses. It expects de- 
mobiles shift the traffic to the trolley lines livery of 14 new busses within the next 
and busses. two months. 

The municipal railway in San Fran- The Pacific Electric Company, a sub- 
cisco is now working its equipment to  sidiary of Southern Pacific, operating in 
maximum. It has ordered new busses southern California, has stopped demoli- 
but faces a problem because the main tion of obsolete trolley cars which are to 
trackage feeding into the center of the be prepared for service. 





Sugar Shortage? 


oun gas and electric companies might be wondering about 
the possible effects of the sugar shortage in terms of reduced 
tea and coffee drinking, and the consequent cut in domestic 
cooking load—especially at breakfast time. If so, they can just 
forget about it. According to tea and coffee experts the sugar 
shortage has not only failed to cut down the brew that brews 
insomnia, but has actually stimulated by a slight degree the con- 
sumption of such beverages. This may be due to the war excite- 
ment and defense activities. When people work hard, long 
hours, they drink more coffee. However, a similar phenomenon 
was observed during the sugar shortage in the days of World 
War I. Coffee men cannot explain the increase. Certainly many 
people do not PREFER their coffee unsweetened. Molasses, honey, 
saccharine, and other substitutes are not being used to any great 
extent. “Maybe it’s just the very talk about sugar shortage that 
makes the public want a cup of coffee,” was the way one promi- 
nent coffee importer explained it. He added, “It’s like in the 
movies when the actors drink a lot of Scotch and soda. Some- 
times I can’t wait for the picture to finish I get so thirsty for 
a drink.” A fine thing—for a man in the coffee business, too 
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Hydroelectric Power Program 


A $550,000,000 hydroelectric power develop- 
ment program in the Pacific Northwest, 
designed to provide more than 5,000,000 kilo- 
watts additional installed capacity in that area, 
was Offered last month for consideration by a 
Federal interdepartmental board. 

The vast program envisions (1) immediate 
steps for speeding up the manufacture, de- 
livery, and installation of generator equip- 
ment at the Bonneville and Grand Coulee pub- 
lic power plants; (2) expansion of existing 
facilities in the region which can quickly sup- 
ply additional power for war purposes; and 
(3) construction of ten additional major hy- 
dro power plants in the area which can a 
completed within the next few years. 

The board by formal resolution directed that 
the program be laid before the War Produc- 
tion Board, so that the WPB and other Fed- 
eral agencies might take the necessary steps 
to put as much of the program as possible 
into effect. 

The interdepartmental board, known as the 
Bonneville. Advisory Board, is made up of 
representatives of the Federal Power Com- 
mission, the War Department, the Department 
of Agriculture, and the Interior Department. 
The board recently held a 2-day session in 
Washington. 

Dr. Paul J. Raver, Bonneville Power Ad- 
ministrator, reported to Interior Secretary 
Ickes that the program was designed to in- 
crease power output rapidly in the Pacific 
Northwest which has a heavy war production 
burden requiring vast power supplies. Its con- 
summation, in whole or in part, Dr. Raver 
said, would make available to the war effort 
in that area large blocks of cheap power vital 
to industrial operations. 

The interdepartmental board recommended 
that the appropriate Federal agencies complete 
within ninety days their surveys and investi- 
gations of water power possibilities in the 
Pacific Northwest with a view to determinin 
which of the many attractive undevelope 
power sites are most desirable for early con- 
struction. In performing this investigatory 
work, the board asked that collateral war pros- 
ecution problems and economic and social 
problems existing during the war emergency 
and expected to exist in the post-war period 
be taken into account. 

The board did not discuss the methods by 
which the projects it recommended would be 
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financed or whether public or private fund 
should be employed. . 


Transport Pool Allowed 


penne, to pool their resources during 
the war emergency without fear of prose. 
cution under the antitrust laws was formally 
granted by the government on February 17th 
to the transportation system of the country, 

Attorney General Biddle in a letter to Joseph 
B. Eastman, director of the Office of Defense 
Transportation, pledged legal freedom to rail- 
roads, bus lines, steamship companies, and 
other common carriers in any cooperative plan 
accomplished with government sanction. 

The Attorney General emphasized that any 
pooling program would be only for the war 
duration. Pooling arrangements if put into 
effect would mean an interchange of. equip- 
ment and facilities to the fullest extent. 
Freight cars would be used on all systems re- 
gardless of ownership and terminals would be 
mutually used. 

Commenting on the antitrust policy of the 
Department of Justice toward the carriers, 
Mr. Biddle stated in part as follows: 

“The war effort will require joint action 
among carriers and the codperation of every 
form of transportation service on railroads, 
public highways, and public waterways. To 
secure maximum efficiency in codrdinating the 
activities of private management in the war 
effort, the President has given to Mr. East- 
man, as director of the Office of Defense 
Transportation, power under government au- 
thority to approve and direct any arrangement 
between carriers necessary to obtain the best 
use of all transportation facilities. 

“It is important, however, that the necessity 
for codperation and joint action among car- 
riers not be used as a cloak under which pri- 
vate groups may secure permanent control 
over competition in the transportation field. 
The war emergency should not be the occasion 
to reéstablish the transportation controls 
which have created hardships upon farmers 
and small businesses prior to the development 
of motor and water carrier transportation.” 

Addressing Attorney General Biddle, Mr. 
Eastman said: 

“The situation may ultimately result in the 
need for Federal possession and control of at 
least some of the transportation facilities, but, 
as I see it, this is something to be avoided i 
at all possible, and certainly should not occur 
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if future transportation performance continues 
to be as efficient as in the past. I attribute past 
successful performance of the abnormal trans- 
portation burdens in very large part to the 
high spirit of codperation which the carriers 
have shown, and their quite earnest desire to 
accomplish under private management the 
larger tasks lying before them.” 


FPC Asks Data on Gas Supply 


HE Federal Power Commission on Febru- 

ary 16th called on major natural gas pro- 
ducers, pipe-line companies, and distributors 
in the country to supply data to be used by the 
commission and other government agencies 
to assure a supply of natural gas to war in- 
dustries. The information is required by March 


3st. 

The War Production Board on February 
15th ordered curtailment in the consumption of 
natural and mixed natural and manufactured 
gas to assure adequate supplies for war pro- 
duction activities, Curtailment is necessary, the 
board said, because of increased gas require- 
ments for both war purposes and civilian use, 
coupled with the scarcity of materials that 
would be required if existing systems were 
expanded. 

Part of the WPB’s order became effective 
on March Ist and applied to seventeen states, 
including New York and the District of Co- 
lumbia “where the need for curtailment is 
greater.” Other parts of the order apply over 
the entire country but do not become opera- 
tive until a shortage occurs or becomes im- 
minent in any area. 

The parts of the order effective March Ist 
did not affect uses of existing customers. 

The order does not affect companies distrib- 
uting manufactured gas solely. 

The War Production Board had previously 
liberalized restrictions on the spacing of nat- 
ural gas wells to promote increased output 
in the Appalachian region. In conservation or- 
der M-68, the WPB had forbade construction 
of new natural gas wells unless they followed 
a spacing pattern of not more than one well 
to 640 acres. Because of the great need for 
natural gas in war industries, this order was 
revised to liberalize the natural gas produc- 
tion restrictions in the states of New York, 
— West Virginia, Ohio, and Ken- 
tucky, 


Asks Hydroelectric Fund 


gr moagegy Roosevelt asked Congress recently 
for an additional $57,125,000 to expedite 
construction of hydroelectric projects for war 
industries. Principal items are the Bull Shoals 
and the Table Rock dams on the White river 
in Arkansas and Missouri, respectively, for 
which the President sought $1,025,000 to initi- 
ate construction before the end of the present 
scal year. 

Another $25,000,000 would be used to ex- 
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pedite construction of these two dams during 
the fiscal year beginning July Ist. The remain- 
der of the fund suggested for allotment to 
general flood control would allow unspecified 
sums for prosecution of a flood-control proj- 
ect at Prattville, Alabama, and of multi- 
ple-purpose projects at Altoona Reservoir, 
Georgia, Blue Stone Reservoir, West Virginia, 
Center Hill and Dale Hollow reservoirs in 
Tennessee. 

The President said all the projects were rec- 
ommended as necessary “in the interest of the 
war effort.” 


Seek to Extend Gas Lines 


Tz Natural Gas Pipe Line Company of 
America, Chicago, on February 12th asked 
the Federal Power Commission for authority 
to extend its pipe-line system to Milwaukee, 
Madison, Burlington, Racine, Waukesha, 
Sheboygan, Manitowoc, Two Rivers, Green 
Bay, Appleton, Fond du Lac, Oshkosh, Beloit, 
and Janesville and other cities and towns in 
southern and eastern Wisconsin. 

The commission said the company proposed 
to serve the cities in eastern Wisconsin by ex- 
tending its 20-inch main line from its terminus 
on the Illinois-Wisconsin boundary to Green 
Bay. Madison, Janesville, and Beloit were pro- 
posed to be served by an extension of the main 
pipe line northward. 

The commission also received on February 
12th an application from the Tennessee Gas 
and Transmission Company, Chattanooga, for 
a certificate to construct a natural gas pipe 
line from southwestern Louisiana to Nash- 
ville, Chattanooga, Knoxville, and other Ten- 
nessee communities. The applicant also seeks 
to deliver gas to existing pipe-line companies 
for transmission into Ohio and Pennsylvania 
“to relieve a threatened gas shortage in the 
Appalachian area.” 

Another request to the commission was from 
the New Bedford Gas & Electric Light Com- 
pany, Cambridge, Massachusetts. It asked for 
authority to build a permanent interconnec- 
tion with the Montaup Electric Company near 
Somerset, Massachusetts, to assure adequate 
energy for defense industries in the applicant’s 
territory and areas of three public utilities 
supplied with power by Montaup. The con- 
nection would consist of a 20-mile line in- 
cluding a crossing of the Taunton river, 
switching and other equipment at a total of 
$1,093,300, with an estimated annual operating 
cost of about $131,200. 

United Gas Pipe Line Company, an Elec- 
tric Bond and Share affiliate, recently made 
application to the Federal Power Commis- 
sion for a certificate of convenience and 
necessity, under the provisions of the Natural 
Gas Act, embracing the company’s existing 
natural gas facilities and operations in Ala- 
bama, Florida, Louisiana, Mississippi, and 
Texas. United Gas Pipe Line also requested 
a hearing to determine the service areas in 
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which the company is authorized to operate 
under its certificate. 


Ickes Maps Vast Development 


A PROPOSED expansion program of mineral 
and power developments in the United 
States, scaled to meet the enormous demands 
of the President’s war production schedule, 
was laid before the Senate by Secretary of In- 
terior Ickes on February 15th. The program 
calls for construction of 17 power projects, 
costing $350,603,000 in the West, and greatly 
increased production of aluminum from do- 
mestic ores. 

Discussing the electric power needs for proc- 
essing and fabricating minerals for the war 
program, the report said the proposed 17 power 
projects “would be enough to produce more 
than a billion pounds of aluminum or magne- 
sium annually.” 

The Department of Interior considers itself 
ready, upon congressional authorization, to act 
immediately in harnessing to the war effort 
the vast mineral and power resources of the 
nation, according to the Secretary. 

The power plants, steam or hydroelectric, 
would be located at Pilot Knob, Sacramento, 
and Newark, California; Scriver Creek and 
Snake River, Idaho; Kortes and Heart Moun- 
tain, Wyoming; Canyon Ferry, Montana; Mys- 
tic, California-Nevada; Dewey and Lake 
Utah, Utah; Fort Collins, Colorado; Bis- 


marck, North Dakota; Mobridge, South Da. 
kota; Albuquerque, New Mexico; El Paso 
Texas; and Bridge Canyon, Arizona. 

Mr. Ickes recommended that, when te. 
quested by the War Production Board, the In- 
terior Department “should be given the power 
to certify to the Reconstruction Finance Cor. 
poration for loans to companies or individuals 
seeking to develop low-grade ores or con- 
tracting mills or smelters for the production 
of these essential war minerals,” and that this 
certification be construed as an “obligation 
on the Reconstruction Finance Corporation,” 


French to Harness Rhone 


mom of fuel has brought home to 
France the value of water power, and the 
government was recently reported endeavoring 
to complete numerous projects, the most am- 
bitious of which is that for harnessing the 
Rhone. 

A great dam at Genissiat, just south of 
Bellegarde, is well under way. It will create 
a lake extending to the Swiss frontier, a dis- 
tance of more than fourteen miles. The power 
station will house the six largest turbo-alter- 
nators in Europe. 

The plant, when it opens with four machines, 
will develop 250,000 kilowatt hours, and even- 
tually the annual production will be brought 
to 1,550,000,000. A second station, even more 
powerful, is being planned near Montelimar. 


Arkansas 


Utility Transfer Approved 


Peemission to purchase electric distribution 
properties of the West Memphis Power & 
Water Company in 7 Perry and Conway coun- 
ty towns for approximately $62,000 was 
granted to the First Electric Codperative, 
Jacksonville, by the state utilities commission 
last month. 

Properties are located at Perry, Perryville, 
Casa, Adona, Houston, Bigelow, and Opello. 
The commission said that the First Electric 
shall serve members of the codperative only. 


No Power Rationing 


A DISPATCH from Washington, printed in 
Little Rock on February 20th, saying that 
“an impending power shortage may force al- 
most immediate power rationing in Arkansas” 
was vigorously denied by officials of the Ar- 
kansas Power & Light Company. The dispatch 
quoted statistics concerning the supposed 
power shortage and said: “These and other 
statistics were made public today by Represent- 
ative Clyde T. Ellis of Arkansas. They were 
given to him in a letter by Chairman Leland 
Olds of the Federal Power Commission.” 
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The Associated Press, which did not carry 
the dispatch, reported that Representative Ellis 
said in Washington that he had received no 
letter from the FPC forecasting power ration- 
ing for Arkansas. 

In a prepared statement, C. Hamilton Moses 
of Little Rock, president of the Arkansas 
Power & Light Company, said in part: 

“Our engineers advise that they do not ex- 
pect any power shortage in Arkansas during 
1942. This power shortage has been repeatedly 
predicted in Arkansas for the last three years, 
and yet to date has never occurred. In fact, 
since last June our company has been furnish- 
ing to the Southeast, for aluminum produc- 
tion, power in very substantial amounts. We 
expect to be in position to continue this same 
assistance to the Southeast, when and as 
needed, for an indefinite period.” 


Line Fails of WPB Approval 


Begg weep 4 of a privately owned circuit 
that would compete with a government- 
financed codperative in bringing in power for 
the aluminum plant on Lake Catherine was 
vetoed by the War Production Board on Feb- 
ruary 19th. 
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— J. A. Krug, chief of the WPB Power Cooperative, financed by the Rural Electrifi- 
ice Branch, turned down the proposal that had cation Administration, is building a line from 
1 been offered by the state utilities commission. the Grand River dam in Oklahoma that can 
ys i, The commission had made the recommenda- __ transmit to the aluminum plant, surplus power 
eral tion in behalf of the Arkansas Power & Light from Kansas and Oklahoma. 


a Company and ten other members of the pri- President C. Hamilton Moses of the AP&L 
vid k yate Southwest power pool. said the WPB’s decision ended the company’s 
oi aoe Mr. Krug replied that the Ark-La Electric effort to build the line. 

my Ps 

at this P : 

ligati 

=i California 


at a meeting in Mayor Rossi’s office, attended 
Hetchy Case up to Nelson by J. Mailliard, Jr., chairman of the committee 


A San Francisco delegation hoped to sit to amend the Raker Act; Utilities Manager 
down with the War Production Board Cahill; Supervisors Colman and Brown; and 
in Washington early this month to solve a Dion Holm, deputy city attorney. 
municipal power problem that has grown in- “Obviously,” said Mailliard, “we must thor- 
creasingly acute since the United States Su- oughly explore first the possibility of selling 
preme Court in 1940 found that city to be a the power to or through a government agency 
law breaker. for use in a defense industry.” This course 
For fifteen years it had been violating the was suggested to Mayor Rossi in a letter re- 
Raker Act by distributing electrical power, ceived from Secretary of the Interior Harold 
generated by water partly from Yosemite Na- Ickes. In a reply letter, the mayor said that 
tional park, through a private utility instead sale to a war industry provides the best solu- 
of selling the power direct to the consumers. tion to the problem for the duration of the 
Secretary Ickes, champion of public owner- emergency. : 
ship, was the first Interior Department head to Rossi asked Ickes to arrange a meeting with 
press the case against San Francisco and he Donald Nelson, chairman of the War Produc- 


was sustained by the highest court. tion Board, at which the disposal plan could 
The city has until June 30th to find a new _ be discussed. 

outlet for its power or lose annual revenues of 

$2,400,000, the amount received fromthe Pacif- [Jj qbor Board Rejects CIO Plea 


ic Gas and Electric Company which since 1925 
has been distributing the power under an HE National War Labor Board, by a vote 
“agency” contract. Loss of this revenue would of 10 to 2, rejected on February 19th a 
mean a substantial increase in the tax rate. CIO demand for temporary suspension of a 
City officials, who believe San Francisco closed shop provision in an AFL contract 
is being discriminated against by the Federal covering 3,500 workers of the Los Angeles 
goverment, have warned that unless a solution Railway Corporation and the Los Angeles 
is found, the power generators at the munic- Motor Coach Company, pending a final court 
ipal Hetch Hetchy plant will be shut down decision on legality of the agreement. 
at midnight on June 30th and 10 per cent of Without passing on the merits of closed 
northern California’s power pool energy will shop compacts, the majority of the War La- 
be lost at a time when the cry is for more _ bor Board declared that the agreement between 
power for war-time industrial expansion. the companies and the AFL was voluntary, 
At Secretary Ickes’ suggestion, Edward G. had been sustained as valid by the superior 
Cahill, the city utilities manager, is heading a court of California, and, therefore, the board 
delegation which will try to reach an agree- could not interfere. 
ment with Donald Nelson, head of the War Wayne L. Morse, a member for the public, 
Production Board, under which Hetch Hetchy wrote the majority decision and he was joined 
power would be sold to a war industry. in it by the three other public members, the 
_ City officials agreed last month that a war four employers, and two AFL representatives. 
industry should have first call on the 100,000- R. J. Thomas and Clinton Golden, CIO offi- 
horsepower output of San Francisco’s Hetch cials, who are labor members of the board, 
Hetchy power plants. This accord was reached dissented but did not write an opinion. 


S 
Connecticut 


Underwrite S abotage Fund $100,000 to pay rewards for the conviction of 
saboteurs and to recompense any employees 


| pag Thomas J. Spellacy, in a statement injured by sabotage. The fund applies to de- 
on February 22nd, announced that a_ fense industries and public utilities in Hart- 
group of citizens had underwritten a fund of ford, East Hartford, and West Hartford. 
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Under the plan, suggested by the mayor and 
similar to an arrangement worked out for the 
Socony-Vacuum Oil Company by its legal de- 
partment, $10,000 will be paid to anyone volun- 
tarily producing evidence leading to the con- 
viction of any person or persons guilty of a 
crime of violence or sabotage resulting in the 
death or permanent injury of any employee of 
a defense plant or public utility. Rewards of 
$2,000 will be made in similar cases where per- 
sonal injury or damage to property is involved. 

Any employee suffering injury or property 


damage, without fault on his part, from vio. 
lence or sabotage, will be reimbursed for his 
loss up to $5,000. 

The term employee includes, besides a regu. 
lar worker, (1) his spouse, children, grand. 
children, parents, brothers, sisters, nephews 
and nieces, (2) every dependent making his 
home with a regular employee, and (3) any 
person who in good faith furnishes evidence 
in a criminal trial which, if resulting in con. 
viction, would entitle such person to a reward. 

The plan became effective immediately, 


District of Columbia 


Approved for PUC Post 


B rena H. Flanagan, supervising public utility 
analyst for the Securities and Exchange 
Commission, was approved last month by the 
Senate to a vacant post on the District of Co- 
lumbia Public Utilities Commission. His nomi- 
nation had been previously approved by the 
Senate District Committee after a subcommit- 
tee reported that he was not barred from the 
office by any utility securities which he 
possessed. 

Flanagan’s ownership of an _ insignificant 
amount of stock holdings in the Sierra Pacific 
Power Company, the Engineers Public Service 
Company of New York, and the Stone & Web- 
ster Company, had caused some slight question 
on his nomination because of a clause in Dis- 
trict statutes which provides that no person 
shall be eligible for a public utilities com- 
mission commissionership if he held stock in 


a local utility within five years prior to his 
appointment. 

Senate approval completed the PUC for the 
first time in more than a year. Other members 
of the commission are Gregory J. Hankin, 
chairman, and Brigadier General Charles W, 
Kutz, engineer commissioner, serving ex 
officio. 


Pick-up Rule Amended 


T HE public utilities commission on February 
26th amended regulations applying to pick- 
up taxi service to permit drivers to charge the 
full fare to persons who ride home from work 
by themselves in a jitney cab. The move was 
admittedly a squeeze play to force government 
workers returning home in the same direction 
to group together. 

Commissioner Charles Kutz dissented from 
the majority approving the amendment. 


Illinois 


FPC Rejects Application 


HE Federal Power Commission recently 
rejected the application of the state of 
Illinois for a license to construct three hydro- 
electric generating plants on the Des Plaines 
and Illinois rivers. The application was filed 
on January 8, 1925, and amended on March 


.The FPC stated that although Illinois has 
prosecuted its plans for such construction for 
twenty-one years, the legislation to obtain the 
proper financing has not been secured from the 
state and the application itself does not seem 
to be in the public interest. 


Fare Increase Denied 


T> state commerce commission recently 
denied the plea of the Chicago Rapid 
Transit Company for authority to make an 
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immediate emergency increase in fares on 
Chicago’s elevated lines from the present 10 
to 12 cents. It also refused to grant an in- 
crease in intercompany transfer fares from 
10 to 13 cents. 

The commission held that any further ques- 
tion of increased fares on the elevated lines 
must wait until the valuation of the proper- 
ties has been established in the petition for 
permanent fare increases now before the com- 
mission. A petition for a permanent increase 
in fares by the Chicago surface lines was also 
said to be under consideration by the commis- 
sion. : 

In its opinion on the emergency fare in- 
crease petition the commission did not indicate 
what position it would take in the permanent 
fare increase cases, but criticized the rapid 
transit company for alleged dissipation of its 
resources in dividend payments over a period 
of years. 
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Federal Judge Michael L. Igoe on February 
{th handed down an order tentatively ap- 
proving the reorganization of local street car 
ind elevated lines into a single company, thus 
cearing the way for Chicago’s plan for unify- 
ing and modernizing its transportation system. 
The order marked a milestone in the 15-year 
traction negotiations between the city and the 
transit companies. For most of this period the 


surface and rapid transit (elevated) lines have 
been in receivership and have postponed serv- 
ice improvements pending agreement. 

In entering the order Judge Igoe approved 
the city’s unification ordinance passed on 
June 19, 1941. The reorganization and merger 
plan is predicated on acceptance of this or- 
dinance by the 75,000 security holders of the 
transportation companies. 


lowa 


Ordered to Cease Interference 


TS National Labor Relations Board on 
February 14th announced a decision re- 
quiring the Iowa Electric Light & Power Com- 
pny, Cedar Rapids, to cease interference 
with self-organization of its employees. 

The company was directed immediately to 
post notices stating that it would comply with 


the board’s cease and desist order, and notify 
the board’s regional director within ten days 
of the date of the order, as to what compli- 
ance steps it had taken. 

At the same time, the board dismissed the 
unfair labor practice complaint in so far as it 
alleged that the company had refused to bar- 
gain with the International Union of Operat- 
ing Engineers, Local 275, affiliated with AFL. 


Kentucky 


Break over TVA Measure 


“Pica Keen Johnson on February 13th 
announced appointment of Judge Cava 
§. Wilson, Owensboro, as a member of the 
state public service commission to succeed 
John Kirtley, also of Owensboro, who re- 
signed following a break with the governor 
over the TVA enabling act. 

Kirtley was succeeded as chairman by Com- 
missioner J. J. Greenleaf, Richmond. Kirtley’s 
resignation represented a break in the personal 
political friendship between him and the gov- 
emor that has existed for several years. The 
breach opened February 4th when Kirtley op- 
posed the original draft of the TVA enabling 
act in a 75-minute speech before the house 
committee on public utilities. Kirtley declared 
himself in favor of TVA power for Kentucky, 
but attacked the original bill as an “unwise, 
uhealthy, undemocratic abdication of local 
authority to TVA.” 

Passage of the bill would mean that private 
utilities would be regulated by the state com- 
mission, and TVA would not. The house of 
representatives on February 17th passed the 
bill, 85 to 10. The measure went immediately 
to the senate, where it was reported favorably 
at a special meeting of the rules committee, 
and read for the first time. 

The senate on February 19th passed the act, 
2 to 6, after two hours and seventeen minutes 
of vigorous action and sharp debate. Two 
ewe were offered, but both were de- 


Senator Keenon, speaking for the amend- 
ment proposed by Senator Earle C. Clements, 
Morganfield Democrat, argued the people need 
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protection of a two-thirds majority before as- 
suming the tax and bond burden that would 
be imposed by TVA. Senator Keenon was the 
only Democratic member in outspoken opposi- 
tion to the bill. 


Bid Permit Given 


HE Louisville Transmission Corporation 
was authorized on February 18th by the 
state public service commission to seek bids 
on $3,850,000 of first mortgage sinking fund 
bonds to finance construction of a transmis- 
sion line connecting five big Midwest utilities 
with the Tennessee Valley Authority system. 
Initially, the line will enable the TVA sys- 
tem to obtain electrical energy from the Louis- 
ville Gas & Electric, Cincinnati Gas & Electric, 
Dayton Electric, Indianapolis Power & Light, 
and Indiana Public Service companies. When 
sufficient hydroelectric power becomes avail- 
able, the flow of energy will be from TVA to 
the five utilities if needed. 

The Transmission Corporation previously 
received permission from the state commission 
to accept a loan of $3,850,000 from the Re- 
construction Finance Corporation at 4 per cent 
interest. Such a loan would be guaranteed by 
the Louisville Gas & Electric Company, the 
corporation’s parent company. The corpora- 
tion, however, filed and received approval of 
an amended application saying it believes it 
can obtain from investment firms a loan at 
a lower interest rate and without LG&E’s 
guaranty. 

The proposed transmission line will be con- 
structed jointly by the Transmission Corpora- 
tion and the TVA. 
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Louisiana 


Seeks Gas Rate Slash 


HE commission council of the city of Bo- 

galusa met with officials of the United 
Gas Corporation recently to discuss the city’s 
request for a reduction of gas rates for 
Bogalusa. 

The meeting was under charge of May- 
or Ivan A. Magnitzky and those in attend- 
ance were Commissioners Luther Simmons, 
H. Ed Cassidy, and Dr. J. H. Slaughter; 
Guy V. Rich, city attorney; and E. B. Fla- 


herty, W. G. Sharp, and G. E. Thomas, rep. 
resenting the Bogalusa Chamber of Com. 
merce. Officials for the gas company who were 
present included Sam B. Ricks, local manager. 
R. L. McGuire, district manager; and M. A’ 
Voorhies, division superintendent. 

After hearing the request of the council for 
a reduction in the rates, the gas company of. 
ficials agreed to take the matter up with their 
company and see if a new schedule of rates 
could be worked out for Bogalusa satisfactory 
to all concerned. 


Maryland 


Bicycles for Utility Men 


O save the wear and tear on trucks, auto- 
mobiles, and tires, the Eastern Shore 
Public Service Company in Salisbury is issuing 
bicycles to some of its employees. Trucks and 
cars will be used where necessary but meter 


readers, collectors, and servicemen will either 
pedal or walk. 

About thirty-five bicycles have been issued. 
One of the first to substitute.a bicycle for a 
car was Lewis Payne, who pedaled through 
downtown traffic to keep a luncheon engage- 
ment, Payne is president of the company. 


Michigan 


Gas Cut-off Shuts Plants 


bee production in the Windsor area was 
affected seriously on February 20th 
when the Windsor Gas Company, Ltd., was 
compelled to shut off natural gas supplied to 
industry as a result of low pressure induced 
by cold weather. 

Several thousand workers employed in 
Windsor’s large industrial plants were sent 
home because of the curtailed gas supply. 
Gordon D. Wickett, vice president and gen- 


eral manager of the company, was unable to 
say when the gas supply would be restored. 
“Tt depends largely upon the weather,” he said. 

Wickett appealed to domestic consumers to 
curtail their use of gas for heating as much 
as possible. It was indicated that the shortage 
would be overcome to some extent by the gen- 
eration of artificial gas. 

Windsor was not affected as severely as some 
other large communities in western Ontario, 
where low gas pressure has resulted in a slow- 
ing up of war production. 


Missouri 


Tax Utility Receipts 


AN ordinance imposing a license tax of 5 
per cent on the gross receipts of all pub- 
lic utilities doing business in St. Charles was 
enacted last month by the St. Charles city 
council. It was signed by Mayor Adolph Thro, 
becoming effective immediately. 

The measure requires privately owned util- 


ities to pay taxes totaling about $15,000 a 
year, instead of the $1,460 they now pay in 
fixed-sum occupational license taxes. A sim- 
ilar 5 per cent franchise tax on utility gross 
income is in force in St. Louis. 

Under the new law, utilities must file by 
next October 15th a sworn statement of their 
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gross receipts from April 1st to October Ist. 
They will then have five days to pay the rev- 
enue tax, which will be due semiannually 
thereafter. 

Union Electric Company of Missouri, which 
has a gross income of about $200,000 from 
electricity sold in St. Charles, would have to 
pay about $10,000 a year. It now pays $750 
license tax to St. Charles. The tax also ap- 
plies to the St. Charles Gas Company. 

Other companies affected and the amounts 
they now pay as occupational tax are the 
Southwestern Bell Telephone Company, $500; 
the Western Union Telegraph Company, $10; 
and the municipally owned waterworks, n0 
tax now. 
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Officers of the telephone company estimated of Missouri, who had been on a sit-down strike 
its local subscriber revenues from the St, since 7a. m. February 24th, went back to work 
Charles exchange at $45,000, on which the 5 at 1p. m., after the War Department in Wash- 
per cent tax would be $2,250. The municipally ington had demanded their return to work. The 
owned waterworks, with a gross income of dispute was to be submitted to arbitration be- 
about $60,000, would pay a $3,000 tax, it was _ fore the War Labor Board. 
said. The men, who are members of Local 148, of 

the International agi Mo pe respi Engi- 
it- neers, were on strike at three of the company’s 

U.S. Demand Ends Sit-down generating plants—Cahokia, Venice, and Bag- 

zouT 350 maintenance and construction em- nell dam—and at the company’s affiliate, the 
A ployees of the Union Electric Company St. Louis Gas Company. 


* 


New York 


ae 7t301 The critical report of Mr. Goldthwaite and 
Engineers Criticize Plan Mr. Nexsen was accepted by Chairman Milo 
NGINEERS of the state public service com- R. Maltbie as evidence in the investigation of 
E mission, in a report filed last month, sharp- the commission into the state’s power resources. 
ly criticized the United States government’s 
proposal to build a power line from New York Referendum No Bar 
city to Massena, New York, as “wasteful and 
a detriment to the war effort.” The line is in- REFERENDUM vote on the 5-cent rapid trans- 
tended to supply reserve power from New it fare in New York will supply an ac- 
York city to an aluminum plant being built by curate measure of public opinion but will not 
the Federal government at Massena. guarantee against a mandatory rise after Sep- 
The report, made by George E. Goldthwaite, tember 10th, State Senator Charles Muzzicato, 
consulting engineer, and Randolph H. Nexsen, Manhattan Republican, declared recently in 
chief power engineer of the commission, after again urging support for his bill to freeze the 
a survey of the power resources of New  5-cent fare for the duration of the war and to 
York state, also criticized the government’s give the board of estimate express power to 


able to proposed hydroelectric development of the St. subsidize it out of tax funds. 
stored. Lawrence river. Senator Muzzicato took issue with both 
€ said, The engineers advocated reinforcement of Mayor LaGuardia and State Senator John J. 
ers to existing lines of private power companies as Dunnigan, who have declared that there is no 
much amore economical and speedy method of sup- danger of a mandatory fare rise in the fall if 
ortage plying reserve power to the proposed alumi- the express power to meet subway debt serv- 
e get- num plant at Massena. ice deficits out of taxes is not conferred. 

The state legislature, on February 9th, Declaring that the bill would remove the 
3 some passed a bill which would permit the Federal last doubt regarding the city’s power to sub- 
itario, government to cross forest lands in Lewis sidize the nickel fare out of taxes, Senator 
slow- county in the construction of the proposed Muzzicato hinted that opponents of the meas- 


line from New York city, and surveys are ure were “higher-fare advocates and political 
under way. Governor Herbert H. Lehman shadow boxers” who wanted to keep the issue 
signed the bill immediately after its passage. in doubt to sneak over a fare rise later. 


5 


Ohio 


1 1 tions. He said the company had definitely con- 
No New Transit Lines cluded that there would be such demands for 
T= inevitability of demands for more and _ service within the present limits of our opera- 
more service within the present confines _ tions that “they will tax all equipment we have 
of the Cleveland Railway Company system has_ or can get. We are»going to have to tell the 
forced the company to conclude that it cannot communities, particularly the outlying sub- 
extend traction. lines into communities which urbs, that are appealing to us to serve them, 
are now without them and which today face that the only way out we can see is for them to 
the necessity of finding public transport to establish, for the duration of the war emer- 
meet the diminishing use of private auto- gency, municipal bus lines, with public funds 
mobiles, it was disclosed recently. used to make up the difference between the 
e railway’s “war policy” was set forth by cost of equipment and operations and revenue 
alter J. McCarter, vice president for opera- received.” 
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Tennessee 


Transit Firm to Buy Busses —— Pany_ president Jo Conn Guild, Jr. said 
recently. He said the company also had notified 


OUTHERN Coach Lines, Inc., will obey a the commission that it would continue a care. 
state public utilities commission order to ful study of operating costs and other ex. 
exercise immediately its option on 60 new _ penses before determining whether to apply 
busses for Nashville and Chattanooga, com- for an increased rate structure in Nashville 


ae 
Texas 


Possum Dam Power OK’d were not regarded as essential to the war pro- 
gram at this time and copper for their con- 


J S. Know son, director of industry op- struction was denied. The codperative, how- 
* erations of the War Production Board, ever, will be permitted to build substations 
on February 17th signed an order permitting proposed on the lines to be constructed, 
the Brazos River Electric Transmission Co- The order of the WPB stated specifically 
Operative to go ahead with its construction of that the order permitting construction of the 
the power transmission line from Possum lines was approved with the understanding 
Kingdom dam, near Mineral Wells, to Gar- that necessary arrangements would be made 
land, Dallas county, and also the line to the for the Texas Power & Light Company to fur- 
substation near Whitney, Hill county. In ad- nish power to the consumers of the codpera- 
dition the order permits the completion of the tives on distribution lines that cannot be served 
line from the Whitney substation to Mc- from Possum Kingdom dam because of the 
Gregor. denial of construction of connecting lines, and 
All other distribution lines proposed by the that such current will be furnished for the ac- 
Brazos River Transmission Codperative count of the codperative. 
through which power from the Possum King- Also, it was specifically stated that it was 
dom dam was to have been distributed to the understood that arrangements would be made 
members of thirteen rural electrification co- whereby the Texas Power & Light Company 
Operatives that have been organized in west would transfer any unused power from the 
and north Texas cannot be built now, although Possum Kingdom dam to the Lower Colo- 
contracts already have been awarded for the rado River Authority for use in defense 
construction of some of them. These lines activities. 


ye 
Washington 


; chairman of the public utilities committee. 
Ordinance to Back Program The funds also will provide for construc- 


N ordinance authorizing Seattle City Light tion at the White Center, Laurelhurst, Ballard, 
to sell $1,861,000 worth of bonds to pay and North substations. 
for additional facilities for new customers and Jones said the work is necessary to enable 
increased business was introduced in the city City Light to take care of a rapidly increasing 
council last month by Councilman Bob Jones, power and light load. 


» 
Wisconsin 


iSsi ; commissioner by Governor Walter J. Kohler. 
Commission Counsel Resigns He resigned in 1931 to enter private legal prac- 


ped H. Porter, chief counsel of the state tice but returned to the commission as direc- 
public service commission, has resigned to _ tor of transportation in 1933 upon the passage 
reénter private legal practice, the commission of the state motor vehicle act. ‘ 
announced on February 17th. He had been For the past five years he had been chief 
associated with the commission more than counsel and had continued part of his former 
twenty years. work in the transportation field. ; 

Porter, a graduate of the University of Wis- Because Porter’s commission position is un- 
consin School of Law, joined the commission der civil service, an examination will have to 
staff in 1919 and in 1930 was appointed as a__ be conducted before it can be filled. 
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The Latest 
Utility Rulings 


Preliminary Steps Approved for Dissolution 
Of Registered Holding Company 


HE Securities and Exchange Com- 
§ ert approved declarations and 
applications filed by the United Light and 
Power Company and its subsidiaries as 
part of a program to effect compliance 
with a commission order under § 11(b) 
requiring dissolution of the top holding 
company. These transactions will result 
ina combination of subsidiaries so as to 
constitute a single operating public utili- 
ty company—lowa-Nebraska Light & 
Power Company. 

The Iowa-Nebraska Light & Power 
Company will issue securities to finance 
acquisitions from the United Light and 
Power Company and the intermediate 
holding company, United Light & Rail- 
ways Company. The cost to the top 
holding company or its predecessors of 
the interest in the utility properties trans- 
ferred was said to be not less than the 
amount of the purchase price. The price 
was approximately 10.2 times gross in- 
come. 

These transactions, said the commis- 
sion, would definitely contribute toward 
compliance with § 11(b) (2) through the 
accomplishment of steps toward the dis- 
solution of the top holding company and 
the elimination of ten corporate entities 
from the holding company system. 
Jurisdiction was reserved to pass upon 


the question whether the properties of 
the constituent companies constitute in 
all respects an integrated public utility 
system and such additional integrated 
public utility systems and additional busi- 
nesses as are retainable under the stand- 
ards of §11(b)(1). 

Exemption of the security issues under 
§$6(b) of the Holding Company Act 
was not available because the securities 
could not meet the statutory requirements 
that they be issued “solely” for the pur- 
pose of financing the business of Iowa- 
Illinois. The commission, however, 
found that the statutory standards of § 7 
were satisfied. 

A declaration pursuant to § 12(b) 
and Rule U-45 with respect to a capital 
contribution by the top holding company 
of various securities to its subsidiary 
holding company which would emerge as 
the top holding company of the system 
was permitted to become effective. More- 
over, a declaration by the registered 
holding company pursuant to § 12(c) 
and Rule U-42 with respect to the pur- 
chase, at principal amount plus accrued 
interest, of outstanding debentures and 
cancellation thereof was permitted to be- 
come effective. Re United Light & 
Power Co. et al. (File Nos. 59-17, 59-11, 
54-25, Release No. 3285). 


e 


Investigation of Submetering Rule Terminated 


A instituted under § 1008 
of the Public Utility Law by the 
Pennsylvania commission for the pur- 
pose of investigation and examination of 
the propriety of submetering and re- 
metering of electric current, as permit- 
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ted by the Philadelphia Electric Com- 
pany, was terminated after the filing of 
a new rule covering resale of service. 
Commissioners Buchanan and Beamish 
dissented from the majority action. 

The former rule prohibited resale ex- 
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cept in the case of a public utility com- 
pany purchasing service in bulk without 
the consent of the utility company. The 
new rule provides: 

Resale of Service. “A customer may re- 
sell energy purchased from the company un- 
der a single contract at one application of 
an available rate when the purchased energy 
is the exclusive source of the customer’s 
supply, is for the total requirements of the 
premises served, and the location and use of 
the resold energy conforms to the availabil- 
ity requirements of this tariff for supply to 
customer for his own account.” 


This revised rule, read with a rule cov- 
ering single-point availability, said the 
commission, embodies a clear statement 
of the requirements of the company with 
relation to resale of energy, and the com- 
mission found nothing in the present 
record necessitating further revision. 
The commission said it had considered 
the advisability of a rule absolutely pro- 
hibiting remetering or resale of electric 
current. 

It had no doubt of its jurisdiction to 
consider the reasonableness and justness 


of any tariff rule and the practice there. 
under, and to take appropriate correctiy, 
action if the rule appears unreasonabk 
or its application unjust. 

The dissenting commissioners objec. 
ed that the rule still retained a price-fy. 
ing or rate-making function violating the 
Public Utility Law and assumed to the 
utility company a discretion derogatory 
to the authority of the commission and 
discriminatory between customers. Con. 
missioner Beamish, in his dissenting 
opinion, said that when the company sells 
to a landlord and the landlord reselis to, 
tenant at a profit, the landlord becomes, 
public utility and has no right to extort, 
profit for such sale. Nor does the utility 
have the right to make such a sale toa 
landlord for a profitable resale. He was 
of the opinion that the majority commis. 
sioners made it possible for electric com- 
panies, acting in concert with landlords, 
to set up “an illegal merchandising of 
electric current.” Pennsylvania Public 
Utility Commission v. Philadelphia Elec- 
tric Co. (Complaint Docket No, 13281). 


e 


Telephone Company Justified in Discontinuing Service to 
Publisher of ‘Scratch Sheets’’ 


J. by Pennsylvania Publi- 
cations, Incorporated, against the 
Bell Telephone Company of Pennsyl- 
vania alleging in substance that the com- 
pany proposed to discontinue telephone 
and teletypewriter service was dismissed 
by the Pennsylvania commission on the 
ground that discontinuance was war- 
ranted because the subscriber, publishing 
a “scratch sheet,” used the service in 
connection with its publications to aid 
bookmakers in illegal bookmaking and 
gambling. 

The complainant had installed on its 
premises forty individual trunk lines, 
each of which terminated at each of five 
“order turrets” mounted on tables. The 
arrangement was such that twenty op- 
erators could conduct conversations 
simultaneously over any twenty of the 
forty lines. The pamphlet, termed a 
“scratch sheet,” was almost exclusively 
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composed of informative matters relat- 
ing to horse racing. Horses bore num- 
bers and users of the sheet could tele- 
phone for additional information by 
using the numbers rather than the names 
of horses. 

It appeared that the bookmakers’ prac- 
tice of using these sheets had been devel- 
oped largely since the use of leased wires 
for gambling purposes had been pro- 
hibited by state and Federal legislation. 
The commission concluded that the pub- 
lication was adaptable for use and in- 
tended for use in the illegal business of 
bookmaking, and that it was in fact em- 
ployed by bookmakers to aid and assist 
them in the conduct of their operations. 
The commission said : 


We further find and determine that the 
telephone and teletypewriter service which 
complainant desires here from respondent 
would be used in the encouragement an 
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furtherance of the bookmaking business, and 
we consequently conclude that it would be 
improper for us to compel respondent to 
render such service. 


The instant case was said to be on all 
fours with Plotnick v. Pennsylvania Pub. 
Utility Commission (1941) 39 PUR 
(NS) 423, 18 A(2d) 542, sustaining 
35PUR(NS) 87. In that case the com- 
plinant had proposed to enter into the 
business of publishing and distributing a 
“sratch sheet” and requested the tele- 
phone company to install telephones. 
This request was refused by the commis- 
sion, and subsequently the court held 
that refusal was justified. In the instant 
case the commission said that the facts 
were even stronger since the subscriber 


was actually engaged in aiding bookmak- 
ers and gamblers, 

Commissioners Thorne and Morgal, in 
a dissenting opinion, took the position 
that the commission should not under- 
take to enforce the police laws; that no 
right had been conferred upon the com- 
mission to “usurp the police power of 
either the city of Philadelphia or any 
other municipality.” It was said that 
merely because someone happened to use 
the sheets illegally is no reason to deprive 
those who, for reasons which may be per- 
fectly legitimate, also desired to use the 
service furnished by the complainant. 
Pennsylvania Publications, Inc. v. Bell 
Telephone Co. of Pennsylvania (Com- 
plaint Docket No. 13386). 


e 


Depreciation and Reparation Procedure Considered 
In Disposing of Rate Proceeding 


T HE Pennsylvania commission last 
July (40 PUR(NS) 146) termi- 
nated a rate proceeding against the Edi- 
son Light & Power Company upon a 
finding that the company’s rates should 
be reduced to the extent that operating 
revenues would not exceed $1,754,000 
annually. This was by an order nisi per- 
mitting exceptions and briefs to be filed. 
The commission has now sustained some 
of the exceptions and overruled others, 
with the result that the company is re- 
quired to publish tariff schedules de- 
signed to yield gross operating revenues 
amounting to not more than $1,839,540 
annually. 

Present condition estimates by engi- 
neers, whose first acquaintance with the 
property was made after the rate pro- 
ceeding was begun, said the commission, 
could not reasonably be adopted when 
they conflicted sharply with conclusions 
derived from the company’s own man- 
agerial policies of the past with respect 
to depreciation. The depreciation re- 
serve, it was said, must be taken as one 
indication of accrued depreciation. Esti- 
mates of the age and probable life of the 
property were also indications, and it was 
said that the 4 per cent compound inter- 
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est and straight-line methods were two 
of the accepted methods considered cur- 
rently in rate adjudication. 

An adequate allowance was said to 
have been made for going value when 
fair value was found after basing a judg- 
ment on various available measures of 
cost and value, including a consideration 
of intangible value. The commission said 
it had authority to exclude from the rate 
base property constructed or installed 
with capital contributed by consumers. 
Legal authority was asserted to use 
original cost less accrued depreciation as 
an element of fair value. 

Exceptions had been filed by a repre- 
sentative of the Utility Consumers 
League. The commission said that since 
those filing the exceptions were not 
parties to the proceeding, these excep- 
tions were technically invalid. The is- 
sues raised by the exceptions, however, 
were said to be important, and the com- 
mission therefore did not invoke tech- 
nicalities in disposing of them. Further- 
more, the exceptants and their associates 
had filed a reparation claim and, it was 
said, were reasonably entitled to consid- 
eration of their exceptions. On the ques- 
tion of an exception because the commis- 
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sion had omitted from its order any pro- 
vision as to reparation, the commission 
said: 


At this point it is noted that counsel for 
respondent, at the argument on the excep- 
tions, specifically and emphatically dis- 
claimed any intent either then or for the 
future to use this argument in opposition 
to refund claims or orders. Such a disclaim- 
er is inescapable since it appears clear to 
us that our power under § 313(a) to order 
refunds “in any proceeding involving rates” 
is not limited to any one specific proceeding. 
We are of opinion that we have statutory 
authority to order rates for the future and 


e 


later to order refunds in the same or a dif. 
ferent proceeding (see Stewart v. Pubj, 
Utility Commission, where an order nisj and 
final order deferred refund findings and the 
court affirmed the commission: 137 Pa Super 
Ct 392 (1939)) and it has been and remain: 
our intent to consider matters pertinent 
refunds in disposing of the proceeding at ( 
11576. This procedure is reasonable, appro. 
priate, and strictly in accordance with the 
statutory and case law. We will therefor 
dismiss the exceptions. 


Pennsylvania Public Utility Commission 
v. Edison Light & Power Co. (Cam. 
plaint Docket No. 11108). 


Declaration of Liquidating Dividend Allowed 


Tt HE acquisition by a registered hold- 
ing company and the transfer by a 
subsidiary of the former’s bonds in the 
form of a dividend were permitted, sub- 
ject to the condition that until further 
order of the SEC a sum of money 
representing doubtful items in the 
earned surplus account should be segre- 
gated from the earned surplus account 
of the subsidiary and made unavailable 
for the payment of common stock divi- 
dends. 

Declarations filed by a registered hold- 
ing company and its indirect subsidiary 
regarding the sale by the latter and the 
acquisition by the former of securities 
of an affiliated holding company were 
permitted to become effective, where it 
appeared that the holding company 
owned all of the common stock of the 
subsidiary, such stock representing a 
substantial equity in the company, and 
there were no publicly held bonds. 

The earned surplus account of one of 
these subsidiaries contained an amount 
of $387,000, which arose as the result of 


e 


a transfer from the capital stock account 
to earned surplus. This amount had 
previously been charged to earned sur. 
plus and credited to the capital stock a 
count. With respect to this the commis- 
sion ruled: 


Since that amount was at one time trans. 
ferred to stated capital, it is inappropriate 
in our opinion, to reverse the entry and 
credit it to earned surplus. Instead we be- 
lieve that it should have been credited to 
capital surplus. This is true because such 
amount represented a capital contribution of 
the stockholders which had been set forth 
in financial statements as having been re 
tained in the business and which, therefore, 
constituted additional protective equity be 
hind the senior securities. Consequently, we 
believe that the amount of $387,000 repre- 
senting the transfer from the capital stock 
account to earned surplus, should, until fur- 
ther order of the commission, be restricted 
and made unavailable for the payment of 
common stock dividends. The company has 
agreed that our order may contain a condi- 
tion so limiting dividend payments. 


Re Staten Island Edison Corp. (File 


Nos. 70-461—70-463, Release No. 
3235). 


Order Directing Routing of Messages 
Held Invalid 


N order of the Minnesota commission points, which directed the routing of 


for the continuance of physical 
connection of lines of telephone com- 
panies, whose lines connect at different 
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messages so that one company must tum 
over to the other at the first point of con- 
nection messages which it receives for 
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transmission and for which it has facili- 
ties, was held in effect to deprive such 
company of the use of its property for 
its own business as to the part of the 
transmission which it can make over its 
own lines, and to give that part of its 
business to the company to which such 
transfer was ordered. The Minnesota 
Supreme Court held that the order was 
to that extent confiscatory and unreason- 
able. 

The court further held that under § 
5205 of Mason St. 1927, where facts 
found by the commission showed, or in 
the absence of explicit finding the statu- 
tory presumption was, that public con- 
venience would be promoted by the con- 
tinuance of a physical connection be- 
tween the lines of the companies, it was 
the mandatory duty of the commission 
to order the continuance of such connec- 
tion. 


Under the statute, however, the func- 
tion of prescribing reasonable terms 
and conditions for such continuance was 
said to be for the commission, and where 
it had not been done the case should be 
remanded to the commission for that 
purpose. 

The further ruling was made that no 
approval by the commission was re- 
quired of initial tariffs of rates filed by 
a telephone company, that such a com- 
pany is not required to obtain from the 
commission a certificate of public con- 
venience and necessity to authorize it to 
reroute messages by the use of existing 
lines and equipment, and that there is a 
presumption that, where application is 
made therefor, public convenience will 
be promoted by the physical connection 
of the lines of telephone companies. Tri- 
State Telephone & Telegraph Co. v. In- 
tercounty Telephone Co. 


e 


Service Rules Revised 


HE Pennsylvania commission sus- 

tained in part a complaint against 
rates of a water company, and, after es- 
tablishing revised rate schedules, ruled 
on the propriety of various rules of the 
company. Commissioner Buchanan, in a 
dissenting opinion, criticized a fair value 
finding based upon consideration of his- 
torical cost and reproduction cost with 
interest calculated by the 4 per cent com- 
pound interest method. 

State loans taxes were not allowed for 
rate-making purposes, and estimates of 
future expense unsupported by evidence 
were disallowed. 

_Among the rules and regulations con- 
sidered by the commission were the 
following : 

A provision that if any rate for service 
be increased, the affected customer shall 
have the option of discontinuing service 
but shall be obligated to pay the increased 
tate from the effective date thereof until 
service has been discontinued. The com- 
mission held that this had no proper place 
Ina tariff. 

A reservation by the company of the 


right to install meters and apply meter 
rates to all customers receiving service 
under flat rates and that flat-rate cus- 
tomers also have the right to request and 
receive metered service. The commission 
held that this should be changed to pro- 
vide that, with the exception of fire pro- 
tection service, meter rates shall be avail- 
able at the option of either the company 
or the customer, and once metered service 
is established flat service shall not there- 
after be made available. 

A rule relating to applications and 
service contracts was changed to meet 
the requirement that in each case there 
should be a written service contract defi- 
nitely setting forth the contractual rights 
and obligations of the parties. 

Several rules were amended to con- 
form with the principle that the company 
shall own and fully control the service 
meter and service connections and shall 
maintain the same. 

A restriction on resale, except under 
special agreement, was required to be 
eliminated for the reason that it had no 
proper place in a tariff, and, furthermore, 
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that the subject of regulation of any such 
resale, including rates, would be under 
the commission’s jurisdiction. 

Rules as to bills were revised to com- 
ply with rate schedules based on monthly 
billing with penalty for slow payment. 
A rule relating to “tampering” was 
amended to provide that the company 
may discontinue service to a customer 
after due notice for violation of any of 
the tariff rules, and that service will not 
be resumed until assurance of compli- 
ance. 

A rule relating to service denial when 
a writ or execution is issued against the 


& 


customer, or the customer makes an as. 
signment or goes into bankruptcy, wa; 
ordered eliminated. 

A rule reserving the right to curta 
or discontinue the supply of service in 
case of necessity or emergency was 
amended to provide that the company 
reserves the right temporarily to curtai 
or discontinue service, after reasonable 
notice, in case it becomes necessary in 
the public interest, by reason of emer. 
gency circumstances beyond the con- 
pany’s control. Stoner v. Marysville 
Water Co. (Complaint Docket No, 
13486). 


Other Important Rulings 


HE California commission, in au- 

thorizing the issuance of bonds, said 
that expenses incident to their issuance 
should be amortized through charges to 
the income account or charged to sur- 
plus; that they do not represent capital 
expenditures. Re Southern Counties Gas 
Co. of California (Decision No. 34803, 
A pplication No. 24592). 


The California commission, in author- 
izing an increase in warehouse handling 
rates and charges, held that interest on 
indebtedness is not an operating expense 
but that reasonable rental payments for 
property used in utility service are proper 
charges against such service. Re Cali- 
fornia Warehouse Tariff Bureau (Deci- 
sion No. 34799, Application No. 
24453). 


The California commission, in author- 
izing the issuance and sale of stocks, put 
the utility company upon notice that the 
commission would not regard dividends 
on common stock as determining or fix- 
ing the rate of return the company 
should be allowed to earn in the event the 
commission is called upon or finds it de- 
sirable to review its rates. Re Southern 


California Telephone Co. (Decision No. 
34871, Application No. 24630). 


The California commission, in approv- 
ing the transfer of motor carrier rights 
where one of the partners owning the 
rights had died, said that the surviving 
partners, under the California law, may 
continue in possession and wind up the 
business, accounting to the executor or 
administrator of the decedent’s estate, 
and that the transferee should file with 
the commission, as soon as it could be 
obtained, documentary proof that the ac- 
quisition of the interest in the operative 
rights had been approved by the probate 
court. Re Muratet et al. (Decision No. 
34804, Application No. 24472). 


The California commission held that 
the mere showing that proposed less- 
than-minimum rates would produce ag- 
gregate charges approximately the same 
as the established rates, would be mort 
convenient to apply, and might secure 
added traffic, does not demonstrate that 
the proposed rate is reasonable and con- 
sistent with public interest. Re Walkup 
Drayage & Warehouse Co. (Decision 
No. 34830, Application No. 24565). 


Nore.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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Mayor of Lynn 


New England Telephone & Telegraph 
Company 


[D. P. U. 6393.] 


Service, § 46 — Managerial matters — Telephone equipment — Dial system. 


1. A judgment resulting from a study of the assembled engineering data 
relating to the substitution of a dial or machine switching office for a 
manual! central office of a telephone company appears to be within the 
province of management, p. 2. 


Rates, § 209 — Unit for rate making — Telephone exchanges. 

2. Telephone rates for a city should not be investigated and studied as a 
unit separate and apart from the rest of the commonwealth when a com- 
pany possessing franchise rights to serve the entire commonwealth does 
so by operating and furnishing exchange and toll service, requiring the 
maintenance and operation of a large number of central offices and the 
charging of rates in accordance with a classification of exchanges into 
groups, p. 3. 


Return, § 111 — Telephone company — War conditions. 


3. Net operating income before interest giving a telephone company a per- 
centage on plant, less depreciation reserve, of 6.20 per cent, at a time 
when increased labor and material costs are rising because of war condi- 
tions, does not appear to be excessive, p. 4. 


Rates, § 1 — Investigation during war time. 


4. A statewide investigation of telephone rates and charges which ap- 
parently would result in no tangible benefits during a period of war when 
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prices are rising should not be undertaken, particularly in view of the dap. 
gers which could result from an untimely investigation while the company 
is expending huge sums of money in a cooperational effort to make inte. 
ligently effective the plans of the government directed toward a successfy| 
and efficient conclusion of the war, for which the energies and resource; 
of the company are being used, p. 4. 


[January 13, 1942.] 
OMPLAINT protesting against service and charges for tele- 


phone service; dismissed. 


APPEARANCES: Representative 
Walter A. Cuffe and John Cashman, 
Assistant City Solicitor, representing 
the mayor of Lynn; T. Baxter Milne, 
for the New England Telephone & 
Telegraph Company. 


By the DEPARTMENT: The petition 
herein reads “Complaint is hereby 
made by the undersigned, mayor of 
Lynn, that the service and/or charges 
for service in, to, or from the city of 
Lynn, made by the New England Tele- 
phone & Telegraph Company and/or 
American Telephone and Telegraph 
Company or either or both, are unjust 
and/or unreasonable.” 

After due notice, a public hearing 
was held on December 10, 1941. Com- 
plaints were made regarding the tele- 
phone service in Lynn since the instal- 
lation of the dial system in the Lynn 
exchange in July, 1939. The company 
stated that it did not intend to nor did 
it offer any excuse for poor service, 
and that within its power it intended 
to see to it that proper service would 
be rendered the customers of Lynn. 
The telephone and telegraph division 
of the Department has had referred to 
it these complaints as made at the hear- 
ing with the direction that adequate 
steps be taken to remedy any defect 
in service, if found to exist. 

Greater stress was made by the pe- 
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titioner on what was claimed to be ex. 
cessive rates charged the residential 
customers of Lynn. The petitioner 
readily admitted at the hearing that 
facts were not possessed with which 
to substantiate this allegation in the 
petition, and that facilities were not 
forthcoming with which to acquire 
facts necessary to sustain the allega- 
tion. It was urged, however, that the 
Department enter into such investiga- 
tion as would secure the necessary data 
in order to reach a determination of 
the question whether or not Lynn res- 
dential subscribers were being charged 
excessive rates, or in the alternative 
that the Department give a sufficient 
reason why such an_ investigation 
should not be undertaken by it. It 
was further contended by the petition- 
er that the city of Lynn provided 
well-defined area for a study by the 
Department to determine whether ot 
not a dial installation is a more 
economical means of telephonic trans- 
mission as compared with a manual 
system of exchange operation. 

[1] The substitution of a dial or 
machine switching office for a manual 
central office is generally brought about 
because an existing manual office has 
become congested or the manual 
switchboards and auxiliary equipment 
have become obsolete. Before such 2 
change is effected it is necessary ! 
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determine whether an existing central 
office building should be retained by 
enlarging it, or whether it should be 
remodeled in order to continue manual 
operation, or whether a new building 
ina new wire center should be erected 
and rearrangements made of the out- 
side plant in order to render service 
more adequately in the face of chang- 
ing business and residential require- 
ments. 

These are considerations which by 
their very nature demand the establish- 
ment of facts brought about by an 
engineering study. The judgment 
which results from a study of the as- 
smbled engineering data appears to 
be within the province of management. 
In New England Teleph. & Teleg. Co. 
y. Department of Public Utilities, 262 
Mass 137, 148, PUR1928B 396, 405, 
159 NE 743, 56 ALR 784, held: “The 
determination whether certain wires 
are suitable and are properly installed 
isa detail of management in the ad- 
ministration of the business of the 
telephone company. To substitute the 
judgment of others for that of the 
telephone company in that matter is 
an interference with the right of man- 
agement which goes beyond the rea- 
sonable limit of public control.” 

In referring to 262 Mass 137, supra, 
the Department on July 31, 1934 (D. 
P. U. 4080, 4125, 4440, 4445) 5 PUR 
(NS) 333, 342, stated that: “. 
we think it plain that we ought not to 
attempt to substitute our judgment for 
that of the company in determining 
whether, in the reconstruction of cen- 
tral office exchanges, machine or man- 
wal switching is to be installed. The 
determination as to this we think, in 
the light of said case, falls within the 
field of management.” 


Furthermore, the Department in 
D. P. U. 5732 (Petition of Elizabeth 
M. Wood and others protesting the in- 
stallation of the dial telephone system 
by the New England Telephone & 
Telegraph Company in the city of 
Lynn) when ordering the dismissal of 
that petition stated, 36 PUR(NS) 
383, among other things: “Thus, as 
we construe the law, it is apparent that 
the order requested is more closely re- 
lated to type of central office appara- 
tus than to the character of service to 
which the public may be entitled, with- 
in the meaning of our regulatory stat- 
utes (G. L. chap. 159, $§ 12, 13 and 
16).” 

We do not believe that we need treat 
further the question of dial installa- 
tion in Lynn. 

[2] With the exception of a few 
small towns, the New England Tele- 
phone & Telegraph Company possesses 
the franchise rights to serve the entire 
commonwealth, which it does by op- 
erating and furnishing exchange and 
toll service. That service requires the 
maintenance and operation of 282 cen- 
tral offices of which 98 are dial (auto- 
matic). The service rendered in the 
various parts of the commonwealth 
is of necessity not identical in char- 
acter, with the result that the rates 
paid for service vary in accordance 
with the classification of the exchanges 
into groups. Outside of the Metro- 
politan Boston area, there are nine 
groupings of exchanges with an addi- 
tional subdivisional grouping of Group 
two into Group two and Group two A. 
Lynn is in the Group two exchange 
which means it is placed in the same 
telephone category as Brockton, Fall 
River, Lowell, New Bedford, and 
Salem. The Lynn exchange area in- 
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cludes all of the city of Lynn as well 
as the towns of Saugus, Nahant, and 
Swampscott and portions of the town 
of Lynnfield and city of Peabody. It 
is readily apparent that the telephone 
rates of Lynn cannot be investigated 
without investigating the company’s 
rate structure throughout the common- 
wealth. We do not agree with the 
petitioner that rates for the city of 
Lynn should be investigated and 
studied as a unit separate and apart 
from the rest of the commonwealth. 
The very nature of the company’s op- 
erations under a statewide franchise 
would require nothing less than a 
statewide rate investigation. 

[8, 4] That leads us to the ques- 
tion which then presents itself, name- 
ly, whether a statewide rate investiga- 
_ tion into the rates and charges of the 
company should be undertaken at this 
time. 

The last figures filed with the De- 
partment by the company are con- 
tained in the company’s annual return 
for the year ending December 31, 
1940. The return indicates that for 
the entire New England territory 
served by the company, the telephone 
plant in service was valued at $332,- 
214,738, against which was carried a 
depreciation reserve of $94,056,993. 
The difference between these two 
figures is $238,157,745. The net op- 
erating income (before interest) was 
listed at $14,765,965, which gives to 
the company a percentage on plant less 
depreciation reserve of 6.20 per cent. 
Counsel for the company stated at the 
hearing that there would be an in- 
crease in taxes covering the company’s 
Massachusetts plant and earnings for 
1941 over 1940 of $2,947,000. Also, 
that due to collective bargaining wage 
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contracts made in January, 194], th. 
company would have to pay 9. 
500,000 more in wages to its Mase. 
chusetts employees than it paid in 1949 
Material costs have mounted sing 
1940, but no estimated increase wa; 
testified to. In other utilities the De. 
partment has found material costs {9 
have risen very substantially sing 
1940, and some evidentiary value cay 
be attached in this case to those in. 
creases. It appears, therefore, tha 
the over-all earnings of the company 
as represented by the facts made avail. 
able to us do not appear to be exces- 
sive, when considered in the light of 
immediate increases in expenses mate 
necessary by reason of war conditions, 

Apart from what we believe to bea 
fact that a statewide rate investigation 
would result in no tangible benefits in 
these times, we are conscientiously 
alert to the dangers which could re 
sult from such an untimely investiga. 
tion. 

Prior to the declarations of war, and 
since, the company has expended huge 
sums of moneys in a cooperational ef: 
fort to make intelligently effective the 
plans of the United States government 
directed toward a successful and eff- 
cient conclusion of the war. The ¢e 
fense program and now the war effort 
require many additional facilities. The 
energies and resources of the com 
pany are being used. Many of tie 
company’s officials and employees 
whose services would be needed in- 
mediately by the company, if a rate it- 
vestigation were to begin, are engage 
now in the solution of problems aris 
ing out of war activities and at preset 
they are devoting practically all of thet 
time and effort in that direction. 

On December 29, 1941, His Excel 
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ency, Governor Leverett Saltonstall, 
sued a proclamation which set forth 
and proclaimed “that a state of 
emergency exists by reason of war 
whereby the peace and security of the 
commonwealth are endangered by the 
immient threat of belligerent acts of 
the enemies of the United States” and 
it was thereupon urged by the gov- 
enor that: 

“In addition, I urge all the people of 
the commonwealth to codperate with 
and assist the duly constituted author- 
ities in all measures taken for defense, 
and to avail themselves at every op- 


portunity of the privilege of serving 
in some capacity in the common en- 
deavor which will bring us victory over 
all our enemies.” 

In our nation’s present crisis, the 
company is commendably and capably 
serving in a “capacity in the common 
endeavor.” Moreover, the resources 
of the company are needed by the na- 
tion. It would not be in the public 
interest for us to intervene at this time. 

Accordingly, after notice, a public 
hearing and consideration, it is 

Ordered: ‘That the above-entitled 
petition be and it hereby is dismissed. 





CALIFORNIA RAILROAD COMMISSION 


Re Los Angeles Railway Corporation 


[Decision No. 34648, Application No. 19179 (40th Supplemental).] 


Certificates of convenience and necessity, § 78 — Financial prospects — Promise 
by management — Motor coach extension — Rates. 

A definite promise by a transportation company to its patrons to extend a 
motor coach line should not lightly be cast aside even though the manage- 
ment of the utility, which is alleged to be in financial distress, has failed to 
use sound judgment and a compensatory operation seems remote; but the 
losses, if any, that may be attributed to the extension of the line should not 
be recognized as an element of the carrier’s financial requirements when 
considering the matter of increased fares. 


[October 7, 1941.] 


PPLICATION for authority to extend motor coach lines; 
d \ granted. 


By the Commisston: Los Angeles 
Railway Corporation on August 8, 
1941, filed its application requesting 
authority to extend and re-route its 
Avenue 50 and El Paso drive motor 
coach line No. 43 from its present 
terminus at the intersection of Ave- 
nue 50 and North Figueroa street in 


the Highland park district, north 
along Figueroa street, Pasadena ave- 
nue, and San Pascual avenue to a new 
terminus at Ferrara street in the dis- 
trict known as San Pascual valley. 
One motor coach is assigned to the 
present operation, the annual coach 
miles operated are 71,253, and the 
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route which is 1.3 miles in length is as 
follows: 

From Avenue 50 and North Figu- 
eroa street via Avenue 50, El Paso 
drive, and Toland Way to Mendota 
avenue, Avenue 49, El Paso drive, 
Avenue 50, Monte Vista, Avenue 50, 
and North Figueroa street to Avenue 
50. 


To provide for the extension of 2 
miles from Avenue 50 and North 
Figueroa street to San Pascual ave- 
nue and Ferrara street, applicant states 
that one additional motor coach will 
be required and annual coach miles will 
be increased by 75,161. The only por- 
tion of the proposed route over which 
existing service is not already provid- 
ed is along San Pascual avenue for a 
distance of four-tenths of one mile. 

In justification of the proposed 
service, applicant avoids reference to 


the probable effect the extension will 
have upon the financial showing of the 
line and states its position as follows: 


“The proposed re-routing and ex- 
tension is desired by applicant because 
of increasing demands for the exten- 
sion of local service and connecting 
service to the San Pascual valley lo- 
cated along and in the vicinity of San 
Pascual avenue northerly from Pasa- 
dena avenue, said demands having 
been recently increased by reason of 
the abandonment of service in this 
area formerly operated by the Asbury 
Rapid Transit System.” 

Several requests have been received 
from individuals and civic groups urg- 
ing immediate granting of this appli- 
cation, without the formality of public 
hearing, upon the contention that there 
exists no opposition to the proposed 
extension, that the city of Los Angeles 
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has authorized the service, that Los 
Angeles Railway is willing to provide 
the operation, and that the application 
is endorsed by numerous organiza. 
tions and individuals having residences 
or business affiliations in the area aj. 
fected. 


Undoubtedly applicant has made a 
firm commitment to the people of the 
San Pascual valley to provide the sery. 
ice which they requested, and has led 
them to believe this service will be in- 
augurated immediately. The applica- 
tion fails to show whether or not such 
a service can be rendered upon a con- 
pensatory basis. Considering the na- 
ture of the undertaking, a comper- 
satory operation seems remote. Un- 
der ordinary circumstances, however, 
this would not necessarily be a 
controlling factor if other elements 
usually considered in determining pub- 
lic convenience and necessity were 
present. But where an applicant is 
before this Commission pleading f- 
nancial distress, sound business mar- 
agement should compel a determina- 
tion of the extent, if any, that the pro- 


‘posed service may become a burden on 


the other parts of the system. On the 
other hand, a definite promise by a 
utility to its patrons should not lightly 
be cast aside even though the manage- 
ment of the utility has failed to use 
sound judgment. 

The application will be granted but 
the losses, if any, that may be attrib- 
uted to the extension of this line, shall 
not be recognized as an element of this 
carrier’s financial requirements when 
considering the matter of increased 
fares. Where the management of a 

1 Application No. 22792, filed June 7, 1939, 


and amended April 10, 1940. (See 30 PUR 
(NS) 296). 
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utility, alleged to be in financial dis- 
tress, blindly embarks upon doubtful 
yentures, its failure to exercise prudent 


judgment should be its responsibility 
and the losses, if any, should not be 
passed on to its patrons. 





KENTUCKY COURT OF APPEALS 


Straight Creek Bus, Incorporated 


Vv. 
Clint Combs 
(— Ky —, 155 SW(2d) 208.) 


Injunction, § 36 — Unauthorized operation — Motor carriers. 


A licensed bus company is entitled to an injunction restraining others from 
illegally transporting passengers for hire over one of the routes covered by 


the company’s certificate. 


[October 14, 1941.] 


PPEAL from judgment for defendants in action by licensed 
A carrier to enjoin illegal competition; reversed. 


APPEARANCES: Logan E. Patter- 
son of Pineville, for appellant; Gold- 
en & Lay, of Pineville, for appellees. 


CamMACK, J.: The Straight Creek 
Bus Company, after complying with 
the statutory provisions enabling it to 
operate as a common carrier between 
fixed termini in Bell county, was 
granted a certificate of convenience 
and necessity to so operate. One of 
its lines runs between Pineville and 
Crockett. According to an agreed 
statement of facts, and the deposition 
of the director of the division of mo- 
tor transportation referred to in that 
statement, Clint and Bertram Combs 
have neither made application to the 
division of motor transportation for, 
nor have they been granted, a permit 
by it authorizing them to carry per- 
sons for hire upon the public highways 


of the commonwealth. Clint Combs 
owns a station wagon, which he uses 
in transporting persons for hire from 
their residences in and around Pine- 
ville to the mine at Crockett where 
they work on the days that the mine 
is in operation. He makes three trips 
daily, the hours of two of them co- 
inciding approximately with the Bus 
Company’s schedule. Combs’ passen- 
gers are not picked up between the ter- 
minal points of the company’s stations 
in Pineville and Crockett. After 
Combs picks up his passengers he en- 
ters upon the route covered by the 
company’s certificate between Pine- 
ville and Crockett and traverses it as 
far as Crockett, where he leaves the 
main road to take his passengers to 
the mine, a distance of about 100 
yards from the road. 

The Bus Company instituted this 
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action seeking a permanent injunction 
against the Combses to restrain them 
from carrying passengers for hire 
over the route, or any part thereof, 
covered by its certificate of convenience 
and necessity. This appeal is being 
prosecuted from the judgment deny- 
ing the company the relief sought. 

The company insists that the judg- 
ment should be reversed for two rea- 
sons. They are: 

““(1) Because the appellees are op- 
erating a bus business, upon a limited 
scale, over the very route designated 
in this appellant’s certificate of con- 
venience and necessity, without hav- 
ing made any pretense of complying 
with the laws of the state relating to 
such business ; and 

“(2) Because the appellant has ‘an 
interest in the subject matter’ in any 
case wherein individuals or corpora- 
tions illegally seek to transport per- 
sons for hire over any part of the route 
covered by this appellant’s certificate 
of convenience and necessity, and is 
therefore entitled to enjoin such ille- 
gal transportation.” 

Being of the opinion that ground 1 
is well founded, we deem it unnecessary 


to discuss ground 2. We may say in 
passing, however, that we are asked in 
ground 2 to reconsider our ruling in 
the case of V. T. C. Lines v. Durham 
(1938) 272 Ky 638, 114 SW(24) 
1089. We deem this unnecessary for 
a proper determination of the case be. 
fore us. 

The facts and circumstances here- 
tofore set forth clearly indicate that 
the company is entitled to the relief 
sought. It has been granted a certifi- 
cate of convenience and necessity to 
operate its busses over the route in 
question. The appellees have made 
no pretense of qualifying for carry- 
ing passengers for hire over the high- 
ways of the commonwealth and are 
illegally transporting passengers over 
one of the routes covered by the com- 
pany’s certificate. This they should 
not be permitted to do. See Reo Bus 
Lines Co. v. Southern Bus Line Co. 
(1925) 209 Ky 40, 272 SW 18; Peo- 
ple’s Transit Co. v. Louisville R. Co. 
(1927) 220 Ky 728, PUR1927E 552, 
295 SW 1055. 

Wherefore, the judgment is re- 
versed with directions that it be set 
aside and for the entry of a judgment 
in conformity with this opinion. 





WISCONSIN PUBLIC SERVICE COMMISSION 


Re Milwaukee Electric Railway & 


Transport Company 


[2-SR-1074.] 


Service, § 65 — Jurisdiction of Commission — Imposition of conditions — Street- 


car abandonment — Paving. 


The Commission has no authority, in authorizing abandonment of street- 
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car service, to impose a condition that the transportation company contribute 
to the widening of an underpass on the route or that the transportation com- 
pany bear the cost of paving its abandoned track zone. 


[December 22, 1941. 


Rehearing denied January 26, 1942.] 


PPLICATION for authority to abandon sircet railway line and 
to substitute motor bus operations; granted. 


ApPpEARANCES: J. D. Shaw, At- 
torney, Milwaukee, for the Milwau- 
kee Electric Railway & Transport 
Company: John C. Doerfer, City At- 
torney, West Allis, for the city of 
West Allis; Allen J. Busby, Village 
Attorney, Milwaukee, for the village 
of West Milwaukee ; James P. Taugh- 
er, Attorney, Milwaukee, for the 
town of Greenfield. 

Intervener: Charles M. Thomson, 
trustee of the property of Chicago 
and North Western Railway Com- 
pany by J. F. Baker, Wisconsin At- 
torney, by J. E. Krueger, Milwaukee. 

W. H. Damon, Engineering De- 
partment, of the Commission staff. 


By the Commission: Applicant 
seeks authority to discontinue its oper- 
ations on its so-called Burnham street 
line from the east city limits of the 
village of West Milwaukee to South 
Eighty-fourth street; thence norther- 
ly to West Lapham street. 

The line in question operates on 
Burnham street from beyond the east 
limits of West Milwaukee at Forty- 
third street to South Sixty-first street 
Where it turns southwesterly across 
the right of way of the Chicago and 
North Western Railway on private 
right of way and in an underpass to 
Becher street and thence west on Bech- 
er street to South Eighty-fourth 
street. The operation north from the 
intersection of South Eighty-fourth 


street and Becher street to West Lap- 
ham street is over tracks used to start 
and return railway cars to the com- 
pany’s barns at Lapham and Eighty- 
fourth streets. 

Substantially the same proposal to 
abandon has been under consideration 
by the applicant since 1934 and before 
us intermittently since 1936. The 
first application of the Milwaukee 
Electric Railway & Light Company, 
predecessor of the present company, 
sought authority to abandon its line 
of street railway from West McGeoch 
road to Eighty-fourth street (2—R- 
388). It was dismissed without prej- 
udice on November 6, 1936, upon 
agreement of the parties. 

On July 21, 1939, the company re- 
newed its application for authority to 
abandon those certain portions of the 
line between West McGeoch road and 
Eighty-fourth street on West Burn- 
ham and West Becher streets where it 
was not operating under franchise 
and/or on private right of way (2- 
SR-1012). On December 12, 1939, 
the application was denied because the 
applicant had not included in the pro- 
posed abandonment the entire line 
west of McGeoch road. At the same 
time there was denied a petition of the 
city of West Allis, seeking a Commis- 
sion order directing the street railway 
company and the Chicago and North 
Western Railway Company, under 
whose tracks the subway is construct- 
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ed, to enlarge the subway to a normal 
street width so that a public highway 
might be opened at the site of the pres- 
ent subway. 

The instant application is for dis- 
continuance of the operation of the 
Burnham street line upon such con- 
ditions as the Commission may im- 
pose. While the municipalities af- 
fected offer no particular objection to 
the substitution of gasoline or trolley 
bus service over the route, they de- 
mand that the Commission consid- 
er, as one condition of approval of 
abandonment, the apportionment of 
the cost of repaving of the streets 
where the street railway now operates 
and the apportionment of the cost of 
the widening of the subway where the 
street railway line underpasses the 
tracks of the Chicago and North 
Western Railway Company. 

Intervener, Chicago and North 


Western Railway Company, has an in- 
terest in the matter only to the extent 
that the condition imposed upon the 


discontinuance of railway service 
would mean a crossing of its tracks at 
grade, by substituted trackless or gas- 
oline busses, presumably at West 
Beloit road. It objects strongly to 
prescription of a route which will re- 
quire the crossing of its tracks at 
grade at West Beloit road. 

By agreement, the record of opera- 
tion of the Burnham street line and 
the cost of rehabilitating and recon- 
structing the tracks in question, as tes- 
tified to in the hearings of the two ear- 
lier applications, have been made a 
part of this record. From the record 
of 2-SR-1012, it appears that the cost 
of widening the subway and rebuild- 
ing the line would involve an expen- 


diture of about $158,000. The rail- 
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way company has shown that its estj. 
mated annual operating revenues, 
based upon previous performance, 
would be in the neighborhood of 
$48,000 while the estimated Operating 
expenses are in the neighborhood of 
$78,000, leaving a net deficit of al- 
most $30,000. But wholly aside from 
the additional capital expenditure re- 
quired to rehabilitate the line and the 
loss incurred in its operation, the com- 
pany maintains that electric railway 
transportation in outlying territory 
such as this line furnishes has become 
antiquated and obsolete and is no 
longer self-supporting. The company 
anticipates that eventually trackless 
trolleys will supplant street cars, but 
presently is not prepared to provide 
such trackless trolley operation. 

In its order of December 12, 1939, 
in 2-—SR-1012, the Commission said: 

“Tt would probably be unwise from 
a financial standpoint to expend large 
sums of money for the rehabilitation 
of the street railway line at a time when 
it is reasonable to expect within a few 
years a strong demand for the substi- 
tution of bus service or trackless trol- 
ley service for the existing street rail- 
way operation.” 

It was suggested in that order that: 

“This whole situation is one which 
lends itself peculiarly to settlement by 
mutual agreement between the munic- 
ipalities, the steam railway, and the 
transport company.” 

Negotiations were undertaken but 
proved fruitless. The city of West 
Allis is not now in a financial position 
to earmark any funds for the widening 
of the underpass for street purposes 
although it has laid out for street pur- 
poses the approaches to the underpass 
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from West Burnham and West Becher 
streets. 

At the time of the earlier applica- 
tions for authority to abandon, the 
roadbed was in a poor condition 
which has been aggravated as time 
passed. The applicant has kept its 
track zone in condition so that the 
street railway operation could continue 
but has not attempted to make per- 
manent improvements because of its 
purpose to substitute motor vehicle or 
trackless trolley operation. 

It is conceded that from the view- 
point of safety of operation and the 
demands of mass transportation users, 
the street railway operation should be 
discontinued. But some form of mass 
transportation over approximately the 
same route must be maintained in the 
interest of the public in West Allis and 
West Milwaukee. 

So the only question for our deter- 
mination is the condition to be imposed 
in the authority to discontinue street 
railway operation. The applicant con- 
cedes that some other service must be 
substituted and in its application de- 
clares its willingness to institute motor 
bus service and, without definite com- 
mitment as to time, to eventually 
change to trackless trolley service. 
The communities prefer and seek 
trackless trolley operation if the prayer 
of the petition herein is granted. 

But substitution of either motor bus 
or trackless trolley operation over the 
exact route now followed by the street 
railway is physically impossible be- 
cause of the narrow subway under the 
Chicago and North Western Railway 
right of way and the unpaved condi- 
tion of the approaches to the subway. 
The underpass is but 20 feet in width, 
insufficient for 2-way operation of 


busses or trackless trolleys. A street 
connection between West Becher and 
West Burnham streets through the 
present underpass would necessitate 
construction of sidewalks in the under- 
pass for pedestrian use, thus leaving 
even less space available for passage 
of vehicles of any kind. We have no 
authority to direct the widening of this 
underpass for the purposes of a sub- 
stituted mass transportation route. 

With the underpass eliminated as a 
portion of the route to be followed by 
the substituted motor vehicles or the 
trackless trolleys, we must designate 
some other route to allow uninterrupt- 
ed operation between Forty-third and 
Fighty-fourth streets. The nearest 
crossing of the tracks of the Chicago 
and North Western Railway is at Bel- 
oit road, approximately 1,060 feet east 
of the present underpass. The next 
crossing of the tracks to the west is at 
Sixty-eighth street. The logical route 
for vehicular traffic unable to use the 
underpass is to cross the North West- 
ern tracks at grade at Beloit road. 
Westbound vehicles would turn south- 
west from West Burnham street to 
Beloit road at approximately Fifty- 
eighth street, proceed on Beloit road 
to West Revere street and on that 
street to West Becher street. East- 
bound, the vehicles would leave West 
Becher at West Revere street, proceed 
on that street to West Beloit road, then 
northeast on West Beloit road to the 
intersection of West Burnham. 

We realize that operation over such 
route will add to already congested 
traffic. A count made by employees 
of the intervener, Chicago and North 
Western Railway Company, shows 
that on August 21, 1941, from mid- 
night to midnight, the Beloit road 
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crossing was used by 613 pedestrians, 
6,343 automobiles, 291 bicycles; 20 
eastbound trains, and 15 westbound 
crossed Beloit road and other railway 
operations were four switch move- 
ments each way during the 24-hour 
period. The crossing is protected by 
automatic wigwag signals. It has a 
record of nine accidents in the period 
of ten years, three of them in 1941. 

The issue raised by the interested 
communities that any authority for 
the discontinuance must provide for 
petitioner contribution to the widen- 
ing of the underpass so that the priv- 
ate right of way from West Becher to 
West Burnham may become a street 
over which the substituted service may 
operate is not a condition we may im- 
pose, nor may we impose a condition 
that the transportation company bear 
the cost of paving its abandoned track 
zone. If either be the petitioner’s 
duty, it was imposed by franchise or 
otherwise and enforcement must be 
without recourse to us. 

“A city has a right to require a 
street railway company to bear the cost 
of paving its track zone as a part of its 
franchise duty, and a city may relieve 
a street railway company from this 
duty in granting a franchise. A fran- 
chise obligation thus imposed is en- 
forceable without recourse to the Pub- 
lic Service Commission. Walworth 
v. Chicago, H. & G. L. R. Co. (1926) 
190 Wis 379, 208 NW 877; State ex 
rel. Milwaukee v. Milwaukee Electric 
R. & Light Co. (1913) 151 Wis 520, 
139 NW 396. 

“The Commission may not by order 
enforce duties of a railway company 
where such duties do not relate to mat- 
ters over which the Commission is giv- 
en specific jurisdiction. Thus, where 
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such a duty is imposed by statute, the 
Commission may not enforce the same 
by order unless authorized to do so by 
statute. Chicago & N. W. R. Co. y. 
Railroad Commission, 162 Wis 9}. 
PURI916C 595, 155 NW 941; Chi. 
cago & N. W. R. Co. v. Railroad Com- 
mission (1931) 205 Wis 506, 238 
NW 365. 


“As we construe § 196.81, Statutes, 
the power there granted does not ex- 
tend the jurisdiction of the Commis- 
sion in abandonment cases beyond em- 
powering it to impose such conditions 
in connection with the abandonment 
as will protect the public interest with 
respect to service, safety, and rates.” 
Re Milwaukee (1932) 3 Wis PSC 99, 
102. 

Petitioner has indicated that its long 
range plan is for the establishment of 
trackless trolley service where it now 
operates street railway service on West 
Burnham and West Becher streets; 
that its plan for present substituted 
service, if authority is given for aban- 
donment of street railway service, is 
for gasoline-propelled vehicles over 
substantially the same route. It is con- 
tended that the program and commit- 
ments for substitution of trackless 
trolleys throughout the metropolitan 
area will not permit the immediate 
substitution of trackless trolleys on the 
Burnham street line. 

We agree that trackless trolley op- 
eration is much more desirable and 
eventually will better meet the de- 
mands of the users of the service in- 
volved. But with the street improve- 
ments necessary along the route, the 
obviously eventual paving of the ap- 
proaches to the underpass, the widen- 
ing of that underpass for a street con- 
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nection between West Burnham and 
West Becher streets where the peti- 
tioner now operates over private right 
of way, and the much greater capital 
expenditure for trackless trolley op- 
eration, it does not now appear feasi- 
ble to direct the substitution of track- 
less trolley operation. We anticipate 
that when conditions have been im- 
proved, trackless trolley service will be 
established. We feel that motor bus 
operation under present conditions 
will, for a time, meet the demands for 
mass transportation service over that 
portion of the Burnham street line for 
which authority to abandon is sought. 

Reluctant though we are to pre- 
scribe a route for a bus line which re- 
quires the crossing of railway tracks 
at grade, it appears that the necessity 
of continuing uninterrupted mass 
transportation service outweighs the 
resultant additional hazard involved in 
the crossing of those steam railroad 
tracks. We shall authorize the discon- 
tinuance of the operation of the street 
railway line on the condition that con- 
currently with the discontinuance, a 
new motor bus operation following the 
same route, except that in lieu of con- 
nection between West Burnham and 
West Becher streets via the underpass, 
it shall be via Beloit road across the 


right of way of the Chicago and North 
Western Railway Company and Re- 
vere place, such route to be operated 
until such time as provision has been 
made for crossing the right of way 
by other means than at grade. 

The Commission finds: 

1. That with the establishment of 
a bus route hereafter described, public 
convenience and necessity will not re- 
quire the continued operation of the 
West Burnham street street railway 
line from South Forty-third and 
Burnham streets to South Eighty- 
fourth and Becher streets, and from 
that intersection on South Eighty- 
fourth street to West Lapham street. 

2. That for the present and until 
provision is made for operation across 
the right of way of the Chicago and 
North Western Railway other than at 
grade, the public convenience and ne- 
cessity require operation of the substi- 
tute motor busses over the same route 
as now followed by the street railway 
line except that said route between 
West Burnham street and West Becher 
street shall be via Beloit road and West 
Revere place in lieu of the route of 
existing street railway operation over 
the private right of way through the 
underpass in the vicinity of Sixty-first 
street in the city of West Allis. 





CALIFORNIA RAILROAD COMMISSION 


Re Pacific Gas & Electric Company 


[Decision No. 34734, Application No. 22527.] 


Rates, § 358 — Electric extension — Unincorporated area — Surcharge. 


1. An electric utility company should be authorized to include an exten- 
sion of lines within a special rate area and make a surcharge as an addi- 


13 
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tion to the normal rate where the extension is in an unincorporated area 
and it is shown to be economically feasible only if the surcharge is added, 
», 35. 


Service, § 184 — Extension — Prospective revenues. 


2. Extension of electric lines in order to bring central station electric service 
to areas where such service is not available may reasonably be authorized 


when the investment to revenue relationship ranges from 6.9 to 1 to 8.7 to 1, 
p. 16. 


Service, § 187 — Extension — Shortage of materials — Needs of national de- 
fense — Project priority rating. 

3. Supplies necessary for the construction of proposed electric extension 
into unincorporated areas should be obtained by application for an assign- 
ment of project priority rating where, because of limitations on the supply 
of materials occasioned by the needs of national defense, it is desirable that 
materials held by the company for maintenance purposes should not be 
diverted to new construction but should be held to assure the continuance 
of adequate service to existing customers, p. 16. 


Reports, § 1 — Investment and revenues — Electrical extensions. 


4. An electric utility company, granted authority to make electric exten- 
sions in unincorporated areas, was required to make semiannual state- 
ments showing investments and revenues associated with the extensions, p. 


16. 


Service, § 191 — Extension — Ratio of investment to revenue — Surcharge to 
new customers. 

5. Electric extensions of extensions authorized by the Commission, if made 
during the first three years after the date of authorization, should be con- 
structed without charge to the applicants provided the investment to revenue 
ratio does not exceed 8 to 1, it appearing that the extensions are to be made 
subject to a surcharge into territory where investment to revenue rela- 
tionships ranges from 6.9 to 1 to 8.7 to 1; and extensions subsequent to the 
3-year period should be constructed in accordance with the then existing 
general extension policy, p. 17. 


[November 4, 1941] 


PPLICATION for authority to extend electric line; granted 
A subject to conditions. 


¥ 


By the Commission: The Pacific enlarge zone B of the Paskenta rural 
Gas and Electric Company, on October extension rate area; to establish a new 
7, 1941, filed an application requesting zone C of the Paskenta rural exten- 
authority to construct three electric. sion rate area adjoining the existing 
line extensions; to deviate from the zone B on the north and west; and to 
provisions of its filed Rule and Regu- charge the rates now applicable in the 
lation Number 20 in the construction Paskenta rural extension rate area 
of those extensions; to deviate from for service rendered to all customers 
the provisions of this Commission’s within the proposed zone C and zone B 
General Order Number 64-A in the as enlarged. The three proposed ex- 
construction of those extensions; to tensions are, an extension of approxi- 
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mately 30.1 miles of line from the vi- 
cinity of Weaverville through Douglas 
City to Hayfork, all in Trinity coun- 
ty; an extension for a distance of ap- 
proximately 7 miles from the vicinity 
of French Gulch to Schilling, all in 
Shasta county; and, an extension for 
4 distance of about 11 miles in the 
Pine Creek, Reeds Creek, and Red 
Bank Creek areas west and south of 
Red Bluff, all in Tehama county. 
Exhibit A attached to the above-de- 
scribed application shows that the ex- 
tension to Hayfork and vicinity will 
serve 112 applicants with a combined 
annual revenue, under the proposed 
rates, estimated to be $7,484 while the 
estimated total cost of extension is 
$60,374. These figures result in a 
ratio of investment to annual revenue 
of approximately 8.1 to 1. This re- 
sulting ratio is approximately the same 
as the corresponding ratio considered 


in the original application, No. 22527, 
and this Commission’s Decision No. 
31907 relative thereto, 28 PUR(NS) 
307, for the extension of lines into 
the Paskenta-Elk Creek-Stonyford 


area. The customer density on the 
Hayfork extension being 3.7 custom- 
ers per mile of line is, however, some- 
what better than the customer density 
on the Paskenta project. 

Exhibit B attached to the applica- 
tion shows that the extension to Schil- 
ling will serve forty-six customers 
with an estimated combined annual 
revenue of $1,983. The proposed ex- 
tension will consist of approximately 
30,000 feet of 11,000-volt distribution 
line on poles of a 60,000-volt transmis- 
sion line which runs from Keswick to 
Weaverville. -This portion of the 
transmission line was constructed 
prior to 1919 with 35-foot and 40-foot 


native poles, a number of which have 
been replaced during the past four 
years. The cost of replacing the re- 
maining native poles with new poles 
and the necessary reconstruction of the 
60,000-volt line is estimated to be 
$9,205. The cost of extension of the 
distribution facilities, including the 
necessary 11,000-volt line on the 60,- 
000-volt poles, as well as the lines, 
transformers, services, and meters nec- 
essary to serve the applicants, is esti- 
mated to be $7,944. The ratio of in- 
vestment in distribution facilities to 
the annual revenue on this extension 
is, therefore, approximately 4 to 1. 
However, the ratio of the total invest- 
ment, including the cost of reconstruc- 
tion of the 60,000-volt line, to the an- 
nual revenue is approximately 8.7 to 1. 

Exhibit C attached to the application 
shows that the extension in the Pine 
Creek, Reeds Creek, and Red Bank 
Creek areas will serve twenty-three 
applicants with an estimated combined 
annual revenue of $2,226. Total cost 
of this extension is estimated to be 
$15,230 and the ratio of investment to 
annual revenue is, therefore, approxi- 
mately 6.9 to 1. 

[1] Many of the conditions sur- 
rounding these proposed extensions 
are similar to the conditions involved 
in the original Paskenta project. 
Since the figures quoted above for an- 
nual revenues are predicated upon the 
rates charged in the Paskenta area, 
with the prescribed surcharge of 334 
per cent, it is apparent that the exten- 
sions here contemplated would not be 
economically feasible under the rates 
normally applicable in unincorporated 
areas on the Pacific Gas and Electric 
Company’s system. It appears rea- 
sonable, therefore, to extend the Pas- 
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kenta rural extension rate area to cov- 
er the territory which will be served by 
these extensions. 

Exhibit A attached to the applica- 
tion contains a description of the 
boundaries of a proposed zone C of 
the Paskenta rate area. This pro- 
posed zone C covers all of the portion 
of Trinity county which lies between 
the southern boundary line of town- 
ship 29 north, Mt. Diablo B. & M., 
with the parallel south boundary line 
of township 1 south. Humboldt B. 
& M., and the northern boundary line 
of township 32 north, Mt. Diablo B. 
& M., with the parallel northern 
boundary line of township 3 north, 
Humbolt B. & M. The description giv- 
en in Exhibit A attached to the appli- 
cation also includes within the pro- 
posed zone C portions of township 32 
north, range 6 west, and of township 
32 north, range 7 west, M. D. B. & 
M., which are in Shasta county. It 
appears, however, that the extension 
to the community of Schilling which 
is included within these two townships 
is more closely associated with exten- 
sions southwest of Redding to Igo 
and Ono and to other extensions with- 
in Shasta county than to the proposed 
extension to Hayfork in Trinity coun- 
ty. Accordingly, it appears desirable 
that zone C in townships 32 north, M. 
D. B. & M., be limited to Trinity 
county, and the section in those town- 
ships in Shasta county, including the 
town of Schilling, should be made a 
part of zone B of the Paskenta area by 
extending the boundaries of that zone. 

A proposed extension of zone B of 
the Paskenta rate area is described in 
Exhibit C attached to the application. 
This extension of zone B is a minor 
enlargement, in the vicinity of Red 
42 PUR(NS) 


Bluff, in order to include within the 
special rate area all customers to be 
supplied from the portions of the 
Reeds Creek electric line extension 
which lies within the rate area. 

[2, 3] The extension of electric 
lines as described in the application 
will bring central station electric sery- 
ice to areas where such service is not 
now available. In full consideration 
of the advantages of such service to 
residents within the areas and in view 
of the investment to revenue relation. 
ships previously expressed, it appears 
reasonable to authorize the construc. 
tion of those extensions with the en- 
largement of the special rate area and 
the application of Paskenta rates, 
Because of the present limitations on 
the supply of materials, occasioned by 
the needs of national defense, ‘it is 
desirable that materials now held by 
the Pacific Company for maintenance 
purposes should not be diverted to new 
construction but should be held to as- 
sure the continuance of adequate serv- 
ice to existing customers. According- 
ly, the supplies necessary for the con- 
struction of the proposed extension 
should be obtained by application for 
an assignment of project priority rat- 
ings. 

[4] One of the conditions imposed 
by this Commission in Decision No. 
31907, supra, in the original applica- 
tion was, 

“That until otherwise ordered by 
the Railroad Commission, Pacific Gas 
and Electric Company shall file with 
the Commission semiannual state- 
ments showing by accounts, under the 
system of accounts prescribed by the 
Commission, the investment in said 
distribution system at the close of the 
semiannual period covered by said 
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statement and the operating revenues 
for the semiannual period in the spe- 
cial rate district herein authorized.” 

It is the opinion of this Commission 
that such statements should be prepared 
showing the investments and revenues 
associated with the extensions pro- 
posed in the sixth supplemental appli- 
cation. Because of the considerable 
extent of the Paskenta rate area as en- 
larged by the establishment of zone C 
and the enlargement of zone B it ap- 
pears that the revenues and investments 
should not be grouped as a single unit 
but should be segregated by zones. 

[5] Looking to the future, there 
appears to be a possibility of the con- 
struction of subsequent extensions as 
additions to the extensions described 
in Exhibits A, B, and C attached to 
the application. It is the opinion of 
the Commission that such additional 
extensions made during the first three 
years after the date of this order should 
be constructed without charge to the 
applicants provided the investment to 
revenue ratio does not exceed 8 to 1, 
and that subsequent extensions con- 
structed after such a 3-year period 
should be constructed in accordance 
with the then existing general exten- 
sion policy. 

Under the circumstances described 
in the foregoing, the construction and 
operation of the extensions and the au- 
thorizations requested by the Pacific 
Gas and Electric Company in the sixth 
supplemental application appear to be 
reasonable and justified and it does not 
appear that public hearing in the mat- 
ter is necessary ; therefore, good cause 
appearing, 

It is hereby ordered that Pacific Gas 
and Electric Company be authorized 
to construct the extensions of its elec- 
[2] 
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tric distribution system described in 
Exhibits A, B, and C attached to the 
sixth supplemental application. 

It is hereby further ordered that 
Pacific Gas and Electric Company be 
authorized, in the construction of the 
extensions authorized by the forego- 
ing, to deviate from the provisions of 
its filed Rule and Regulation No. 20, 
and from the requirements of General 
Order 64-A in accordance with the 
modifications set forth in Exhibit C 
attached to the original application in 
so far as such modifications are ap- 
plicable to the type of construction to 
be employed. 


It is hereby further ordered that the 
Pacific Gas and Electric Company be 
authorized to increase the present Pas- 
kenta rural extension rate area. 
scription omitted. | 


[ De- 


It is hereby further ordered that the 
Pacific Gas and Electric Company be 
authorized to charge for service ren- 
dered in the aforesaid enlarged special 
rate area the rates contained in its 
Schedules D-41, DA-41, H-41, L-41, 
L-42, P-41, P-42, and P-43 (now on 
file with the Commission), which rates 
include a temporary surcharge of 334 
per cent. 

The foregoing authorizations are 
granted subject to the following con- 
ditions and not otherwise: 

(1) That Pacific Gas and Electric 
Company shall, within sixty days from 
the date of this order, file the rate 
schedules herein authorized applicable 
in the enlarged special rate area in a 
manner satisfactory to the Railroad 
Commission and with such filing shall 
refile the portion of its preliminary 
statement describing the Paskenta 
rural extension rate area (Revised 
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Sheet C.R.C. No. 972-E), so as to in- 
clude the new zone C and the enlarged 
zone B, and shall refile the map set- 
ting forth the special rate area (Re- 
vised Sheet C.R.C. No. 971-E) so as 
to set forth the enlarged special rate 
area. 

(2) That until otherwise ordered 
by the Railroad Commission, the Pa- 
cific Gas and Electric Company shall 
file with the Commission semiannual 


statements showing by accounts and 
segregated by zones, under the system 
of accounts prescribed by the Com. 
mission, the investment in distribution 
system in the special rate area at the 
close of the semiannual period covered 
by said statement and the operating 
revenues in the special rate area for 
the semiannual period. 

The effective date of this order shall 
be the date thereof. 
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Re Exeter Telephone Company, Limited 


[Decision No. 34751, Application No. 24113.] 


Valuation, § 227 — Nonutility property — Residential property. 


1, Valuation figures should be adjusted, in preparation of a telephone rate 
base, to exclude land and buildings jointly used by an individual as a resi- 
dence and by the company for business purposes, p. 19. 


Expenses, § 93 — Rentals — Jointly used property. 


2. A monthly allowance should be made in estimated operating expense to 
cover rental of space for equipment, business office, pole yard, and garage 
where property is jointly used for residential and for telephone business pur- 
poses and land and buildings are excluded from the rate base, p. 19. 


Return, § 11 — Historical cost sinking-fund basis. 


3. Rates of a telephone company were fixed on the historical cost 5 per cent 
sinking-fund basis, p. 20. 


Return, § 111 — Telephone company. 


4. A return of 5.8 per cent on the historical cost 5 per cent sinking-fund 
basis was allowed a telephone company, p. 20. 


[November 12, 1941.] 


PPLICATION for authority to increase telephone rates; in- 
A creased rates authorized. 


¥ 


APPEARANCES: Ernest Irwin, for HAVENNER, Commissioner: In 


applicant; J. J. Deuel, for California 
Farm Bureau Federation; H. R. 
Mehrten for Utility Department, Tu- 
lare County Farm Bureau; George W. 
Young, mayor, for the city of Exeter. 
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Application No. 24113, Exeter Tele- 
phone Company, Ltd., requests author- 
ity to revise its rates for telephone 
service in Exeter exchange. 
Applicant serves the incorporated 
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tity of Exeter, about 50 miles south- 
ast of Fresno, and surrounding rural 
territory, all located in Tulare county. 
The exchange area includes approxi- 
mately 89 square miles. 

A hearing was held in Exeter on 
April 30, 1941, at which time Mr. Er- 
nest Irwin, engineer for the company, 
presented in evidence exhibits show- 
ing an inventory and historical cost 
appraisal of plant and equipment as of 
December 31, 1939, of $115,901.99, 
net additions for the year 1940 of 
$2,750.92, or a total of $118,652.91 
as of December 31, 1940. The wit- 
ness also submitted a schedule of pro- 
posed rates, together with an estimated 
rate base for 1941 of $124,553, rev- 
enues with proposed rates $31,016, ex- 
penses including depreciation and tax- 
es $28,563, and net revenue $2,453. 
Under present rates he estimated that 
the amount available for return on the 
investment would be ($1313). After 
the company’s engineer had completed 
his presentation of evidence, the hear- 
ing was adjourned with the under- 
standing that the Commission’s staff 
would conduct an independent investi- 
gation and present the results of the 
study at the adjourned hearing. It 
was also agreed that cross-examination 
of the company’s witness would be de- 
ferred until that time. 


[1, 2] 


An adjourned hearing was 
held on October 23, 1941, at which 
time the results of the investigation by 
the Commission engineers were pre- 


sented in evidence. Mr. P. E. Dufour, 
engineer in the Commission’s valua- 
tion division, presented an estimated 
historical cost apprasial of the prop- 
erty as of December 31, 1940, in the 
amount of $105,186. The witness es- 
timated the historical cost as of De- 


cember 31, 1941, to be $108,926. 
These valuation figures were adjusted 
in preparation of a rate base to ex- 
clude land and buildings which are 
jointly used by Mr. DeCarteret as a 
residence and the company for tele- 
phone business purposes. The amount 
deducted for land and buildings for the 
year 1941 was $24,295. A monthly 
allowance of $100 was made in the 
estimated reasonable operating ex- 
pense to cover rental of space for 
equipment, business office, pole yard 
and garage. After these adjustments 
a theoretical apportionment of the land 
and buildings to determine that por- 
tion used for utility purposes is unnec- 
essary. 

Upon cross-examination by Mr. J. 
J. Deuel of the California Farm 
Bureau Federation, Mr. Dufour stat- 
ed that certain items of plant and 
equipment had been procured from 
Mr. DeCarteret’s personal stock and 
actual purchase prices were not avail- 
able. No objections were offered to 
Mr. Dufour’s valuation figures. 

In Exhibit No. 8 Mr. Dufour es- 
timated the average total telephone 
plant of Exeter Telephone Company, 
Ltd., for the year 1941 to be $82,761 
after adjustments, materials and sup- 
plies $2,400, and working cash $1,800. 
We find that the reasonable rate base 
for the purposes of this proceeding is 
$87,000. 

Mr. W. B. Wessells of the Commis- 
sion’s telephone division presented a 
report on the results of operation of 
the company for the years 1940 and 
1941. The report also included a trial 
schedule of rates developed by the 
Commission’s staff. Upon cross-ex- 
amination Mr. Wessells testified that 
this schedule, in his opinion, represent- 
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ed a reasonable schedule for the Exeter 
exchange. 

The Commission engineers estimat- 
ed that the rate of return for a normal 
year, based on 1941 development and 
growth, using the 5 per cent sinking- 
fund method, would be 2.8 per cent 
with present exchange rates, 6.5 per 
cent with the company’s proposed 
rates and 5.9 per cent with the trial 
schedule of rates developed by Com- 
mission engineers. 

Full consideration should be given 
to compliance with the specific recom- 
mendations as set forth in Chap. XI of 
Exhibit No. 9. 

Mr. Irwin, in commenting on the 
trial schedule, stated that if two-party 
business service should be offered the 
company would desire to continue the 
offering of four-party business service 
in order to obtain certain economies in 
the use of its plant. Applicant’s Ex- 
hibit No. 4 shows the subscribers as 
of January 1, 1941. There were 148 
individual, 36 two-party and 9 four- 
party line business subscribers. This 
does not indicate any substantial re- 
quirement for business four-party line 
service. The order will provide for 
business individual and two-party line 
service. 

[3, 4] The record shows that the 
revenues of the company are insuffi- 
cient for a fair return. No one ap- 
peared at the hearings to protest the 
granting of the application. Com- 
mission engineers estimate that the 
trial schedule will produce net revenue 
in the amount of $5,150 and, giving 
effect to the Revenue Act of 1941, will 
result in a return of 5.8 per cent on the 
historical cost 5 per cent sinking-fund 
basis. 


I recommend the following form o 
order : 


ORDER 


Exeter Telephone Company, Ltd, 
having made application to the Rajl- 
road Commission for authority to re. 
vise its rates for telephone service, pub- 
lic hearings having been held and the 
matter having been submitted for ¢: 
cision, 

The Railroad Commission of the 
state of California hereby finds as a 
fact that filing and making effective the 
rates and charges herein authorized are 
justified. 

Based upon the record and upon 
findings of fact and conclusions con- 
tained in the above opinion, 

It is hereby ordered that Exeter 
Telephone Company, Ltd., may file 
with the Railroad Commission, to be- 
come effective on or before February 
1, 1942, the schedule of rates set forth 
in Table 12 of Exhibit 9 and designat- 
ed “C.R.C. Staff Trial Schedule,” to- 
gether with such rates, rules, regula- 
tions, and conditions as the Commis- 
sion may approve. 

It is hereby further ordered that 
such schedules of rates, rules, and reg- 
ulations shall be submitted for filing 
in accordance with General Order No. 
68 not later than fifteen days imme- 
diately preceding the effective date 
thereof. 

For all other purposes the effective 
date of this order shall be twenty 
days from and after the date hereof. 

The foregoing opinion and order 
are hereby approved and ordered filed 
as the opinion and order of the Rail- 
road Commission of the state of Cali- 
fornia. 
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RE NEW ENGLAND POWER SERVICE CO. 


SECURITIES AND EXCHANGE COMMISSION 


Re New England Power Service Company 
et al. 


[File Nos. 4-21, 37-7, Release No. 3135.] 


Intercorporate relations, § 19.93 — Subsidiary service company — Billing for 
services. 

1. The method of billing operating companies by a subsidiary service com- 

pany in a holding company system is seriously deficient when the monthly 

bill submitted is devoid of detail and does not permit the officers of the 

operating company to determine what services have been rendered, to make 


any appraisal of the value of such services, or to determine what accounts 
should be charged, p. 24. 


Intercorporate relations, § 19.92 — Subsidiary service companies — Reasonable- 
ness of charges. 


2. The fact that charges of a subsidiary service company in a holding 
company system are higher than any other registered holding company 
system and that such charges are the highest per cent of gross revenues of 
any system with which any comparison can be made indicates a need for 
reconsideration and possible rescission of a previous authorization for the 
service company granted under § 13 of the Holding Company Act, 15 
USCA § 79m; and although any comparison presents difficulties, such a 
comparison places the company under an obligation of giving a good ex- 
planation, p. 26. 


Intercorporate relations, § 19.92 — Subsidiary service companies — Value of 
service — Operating ratios. 
3. The year-to-year trend of operating ratios of operating companies served 
by a subsidiary service company in a holding company system would appear 
to be a pertinent test of efficiency, although the use of such ratios has lim- 
itations, p. 28. 


Intercorporate relations, § 19.9 — Subsidiary service companies — Efficiency. 


4. The efficiency of a holding company system served by a subsidiary serv- 
ice company, from the viewpoint of the utility consumer, is concerned most- 
ly with the absence of disturbances in the utility service rendered, the 
availability of the utility service, and the cost of such services, p. 28. 


Intercorporate relations, § 19.9 — Subsidiary service companies — Efficiency of 
system — Rates for service. 

5. Rates charged for utility services by operating companies in a holding 
company system may be considered on the question of services rendered 
by a subsidiary service company, not in an attempt to pass upon the pro- 
priety of the rates themselves, a matter over which the Securities and Ex- 
change Commission has no jurisdiction, but rather as a test of the efficiency 
of the system in selling its product, p. 29. 
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Intercorporate relations, § 19.92 — Subsidiary service companies — Allocation 


of charges. 


Discussion of the operations of a subsidiary service company, with a cop. 
sideration of such matters as interlocking officers and employees, origin 
of requests for service, allocation of charges, method of billing, efficiency of 
system operations, and other factors affecting the question whether 4 
proval of the subsidiary service company under § 13 of the Holding Com. 
pany Act should be continued, p. 23. 


[November 21, 1941.] 


RDER to show cause and amended declaration under § 13 of 
O the Holding Company Act relating to the status of a sub- 
sidiary service company; authorization of reorganized service 

company continued in effect. 


APPEARANCES: F. J. Dunn, Leeds 
A. Wheeler, and D. W. Judy, for re- 
spondents ; Harlow B. Lester, Edward 
F. McCabe, and Sherley Ewing of the 
Public Utilities Division of the Com- 
mission; W. R. McFeeters and E. B. 
Cornwall, for the Public Service Com- 
mission of Vermont. 


By the Commission: This matter 
arises under § 13 of the Public Utility 
Holding Company Act of 1935, 15 
USCA § 79m, and comes before us 
upon an order to show cause and an 
amended declaration. It involves the 
status of New England Power Serv- 
ice Company as a subsidiary service 


company in the New England Power 
Association holding company system! 

New England Power Association js 
a Massachusetts voluntary association 
having a total of sixty-three subsid- 
iaries, five of which are subholding 
companies, five wholesale companies 
(two of which are chiefly transmis- 
sion companies) and forty-one retail 
electric or gas utility companies op- 
erating in the states of Vermont, New 
Hampshire, Massachusetts, Rhode Is- 
land, and a small part of Connecticut. 

New England Power Service Com- 
pany qualified as a subsidiary service 
company for the NEPA system pur- 
suant to § 13 (b) of the act? on July 





1 Sometimes hereinafter the respondents 
will be referred to as follows: New England 
Power Association, “NEPA”; Bellows Falls 
Hydro-Electric Corporation, “Bellows Falls”; 
Green Mountain Power Corporation, “Green 
Mountain”; and New England Power Service 
Company, as “Service Company.” Massachu- 
setts Utilities Associates, a subholding com- 
pany of NEPA, is referred to as “MUA.” 

2 Section 13(b) of the act provides: 

(b) After April 1, 1936, it shall be unlaw- 
ful for any subsidiary company of any reg- 
istered holding company or for any mutual 
service company, by use of the mails or any 
means or instrumentality of interstate com- 
merce, or otherwise, to enter into or take any 
step in the performance of any service, sales, 
or construction contract by which such com- 
pany undertakes to perform services or con- 


42 PUR(NS) 


22 


struction work for, or sell goods to, any as- 
sociate company thereof except in accordance 
with such terms and conditions and subject 
to such limitations and prohibitions as the 
Commission by rules and regulations or order 
shall prescribe as necessary or appropriate in 
the public interest or for the protection of in- 
vestors or consumers and to insure that such 
contracts are performed economically and ef- 
ficiently for the benefit of such associate com- 
panies at cost, fairly and_equitably allocated 
among such companies. This provision shall 
not apply to such transactions as the Com- 
mission by rules and regulations or order may 
conditionally or unconditionally exempt as be- 
ing necessary or appropriate in the public in- 
terest or for the protection of investors of 
consumers, if such transactions (1) are with 
any associate company which does not de- 
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31, 1936. The Commission findings 
specifically provided that the findings 
and order ‘‘are not to be construed as 
a ruling that declarant may not be re- 
quired to effect any changes in its 
methods of determining or allocating 
costs or to effect any other changes, if 
such changes become necessary in or- 
der to conform with such rules, regu- 
lations, or orders.’ 

On July 29, 1940, the Public Serv- 
ice Commission of the state of Ver- 
mont, pursuant to §§ 13 and 18 of the 
act, requested this Commission to in- 
vestigate the servicing arrangements 
between the Service Company and 
Bellows Falls and Green Mountain, 
the two Vermont subsidiaries of 
NEPA. The Vermont Commission 
stated that it had reasonable cause to 
believe that the allocation of charges 
was unfair and inequitable and that 
the services were unnecessary. On 


August 6, 1940, the Securities and 
Exchange Commission ordered an in- 
vestigation and hearings were held at 


Montpelier, Vermont. The Public 
Utilities Division submitted its re- 
port on the investigation to the Com- 
mission, and on May 22, 1941, the 
Commission issued an order to show 
cause why the approval of the Service 
Company as a subsidiary service com- 
pany should not be rescinded, and 
made a number of specific allegations 
as to the necessity for the elimination 
of certain charges to Green Mountain 
and Bellows Falls and as to the Serv- 
ice Company made specific allegations 
as to compensation of interlocking of- 
ficers, directors and employees of the 
Service Company and NEPA and its 


subsidiary holding companies, and the 
allocation of costs and method of bill- 
ing. New England Power Service 
Company thereafter filed an amend- 
ment to its original declaration setting 
forth a reorganization of its method of 
doing business, and further hearings 
were held. 


Service Company Prior to 
Investigation 


The hearing held at Montpelier, 
Vermont, pursuant to the investigation 
order, considered in detail the neces- 
sity for the services rendered, inter- 
locking officers, directors, and employ- 
ees, the manner in which services were 
requested, the allocation of charges 
therefor and the method of billing the 
operating companies for such services. 

Prior to the investigation all the 
officers and employees of NEPA were 
also officers and employees of the Serv- 
ice Company. All such officers and 
employees were paid, however, by the 
Service Company, a substantial part 
of the revenues of which came from 
service charges to operating compa- 
nies. 

In many instances the origin of the 
request for services was vague. A 
substantial amount of services ren- 
dered by the Service Company was 
pursuant to general requests, general 
understanding between the operating 
company and the Service Company or 
pursuant to “blanket orders” for serv- 
ices, some of which dated back several 
years. In the case of Bellows Falls, 
there was no local administrative staff 
and hence the request for service as 
well as the necessity and benefit of the 





tive, directly or indirectly, any material part 
of its income from sources within the United 
States and which is not a public utility com- 
pany operating within the United States, or 


(2) involve special or unusual circumstances 
or are not in the ordinary course of business. 
81 SEC 615. 
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services to be rendered was determined 
by the Service Company. 

Approximately 50 per cent of the 
total service charges of the Service 
Company prior to reorganization was 
not allocated to particular companies 
and a substantial part of these unal- 
located service charges was distribut- 
ed in proportion to direct salary charg- 
es to particular companies. The direct 
salary charges of executives of the 
Service Company were charged in ac- 
cordance with the judgment of such 
executives as to the amount of time de- 
voted to the affairs of a particular com- 
pany. These executives of the Serv- 
ice Company were also officers of the 
parent holding company and it was ad- 
mitted that it was difficult to determine 
whether the services were rendered for 
the operating companies or for the 
holding company. The overhead of 
the Service Company, rent, telephone, 
etc., also was allocated in proportion 
to direct and apportioned salary 
charges. An error in judgment by 
such an officer, therefore, would re- 
sult in an error not only as to the di- 
rect charges but as to a substantial part 
of unallocated charges and also as to 
overhead charges. 

[1] The method of billing operat- 
ing companies by the Service Compa- 
ny was seriously deficient. The 
monthly bill submitted by the Service 
Company did not permit the officers 
of the operating company to deter- 
mine what services had been rendered 
or to make any appraisal of the value 
of such services. Further, the bills 
submitted by the Service Company, 
devoid as they were of any detail, did 
not indicate or permit any determina- 
tion as to what accounts should be 
charged. For instance, the bill ren- 
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dered Green Mountain for services 
rendered for the month of June, 1949 
merely lists the names of eight depart. 
ments of the Service Company and 
states that $3,759.97 is due. When it 
is considered that these bills, when 
paid by public utility companies, were 
charged to operating expenses or 
charged to property accounts, or both, 
such bills were, to say the least, seri- 
ously deficient. Certainly they were 
of no assistance to any regulatory 
body whose duty it might be to review 
such charges. 

The respondents sought to show 
that the services rendered by the Serv- 
ice Company prior to reorganization 
were necessary for the following rea- 
sons: 

(1) The NEPA system is made 
up of local operating companies many 
of which are small companies. It was 
contended that such companies must 
have assistance as to inspection of re- 
lays, unusual meter jobs, preparation 
of surveys and maps, purchase and 
inspection of poles, purchase of rights 
of way, tax problems, personnel train- 
ing, and industrial load building. In 
addition it was claimed that the varia- 
tion in the amount of construction 
work could be handled more feasibly 
by a service company and that the 
smaller companies did not have the 
personnel for construction work. 

(2) The NEPA system is an in- 
terconnected power system which re- 
quires a centralized service company. 

(3) The personnel of the associate 
companies are available to perform cer- 
tain technical services. It was con- 
tended that the operation of public 
utility companies, today, calls for ex- 
tensive engineering, construction, f- 
nancial, legal, and administrative serv- 
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ices (labor relations, state and Federal 
regulation, etc.) of a calibre which 
would not otherwise be available. 

The contentions outlined above as- 
sume the need for the continued exist- 
ence of this holding company system. 
That question is not before us in this 
case and therefore we assume for the 
purpose of this case only that such a 
need does exist. 

While some form of servicing may 
be necessary for the NEPA system as 
it is presently constituted, it does not 
follow that all the services rendered 
by the Service Company prior to re- 
organization were necessary. The 


question whether a service company 
performs services which are necessary 


Engineering and 
Construction 
Expenses and 
Service Charges 
(a) 
1939 $1,430,014 


1940 1,190,000 
Pro Forma 1,338,006 


Other 
Service 
Charges 

(b) 
$2,158,338 
2,606,342 
792,071 


to a particular company, including as 
it does the question whether such com- 
pany cannot perform such services 
itself, is a difficult question. The 
services rendered Bellows Falls, a 
hydroelectric plant with no com- 
plicated storage problems and only 
four customers, for which total serv- 
ice charges of $130,914 and $92,799 
were made in 1939 and 1940,* were 
certainly not all necessary, at least to 
the extent that Bellows Falls could if 


properly staffed perform a substantial 
part of these services itself. The re- 
spondents have recognized this to the 
extent that services to be rendered by 
the reorganized Service Company are 
estimated at $46,158 per annum.* The 
same is true, though to a lesser extent, 
as to Green Mountain which was 
charged $70,274 and $75,694 in 1939 
and 1940 while the estimated charges 
for services by the reorganized Serv- 
ice Company are $38,789.* 

The service charges for 1939 and 
1940 of the Service Company prior to 
reorganization and a pro forma state- 
ment of the reorganized Service Com- 
pany charges are set forth in the fol- 
lowing tabulation: 


Per Cent of Gross 
Total Operating Revenue 


(c) Col. (a) Col. (b) Col.(c) 
$3,588,352 2.26 3.41 5.68 
3,796,342 1.82 3.98 5.80 
2,130,077 2.05 1.21 3.26 


At the Montpelier hearing the staff 
put in evidence exhibits which set 
forth the costs of services rendered by 
all service companies as reported to the 
Commission for the calendar year 
1939. One of these exhibits was a 
tabulation listing eleven service com- 
panies which appeared to the staff to 
warrant comparison with the Service 
Company of the NEPA system. The 
total service charges of these eleven 
service companies were as follows: 





*These figures do not include direct con- 
struction charges, insurance premiums and cer- 
tain other charges for which the Service Com- 
pany is reimbursed. 

5 Chiefly salaries for Service Company em- 
Ployees, including foremen, mechanics, day 
laborers, etc., employed by Service Company 


on construction projects for associate com- 
panies, e. g., in 1940 salaries were $1,033,609. 

6 Includes estimated service charges for oth- 
er than actual construction work expense of 
$260,378 or 0.39 per cent of gross operating 
revenue. 
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Name of Service Company (System) 
New England Power Service Company 


(New England Power Association—Respondents ) 
Engineers Public Service Company, Inc. ...... 


(Engineers Public Service Company) 
Middle West Service Company 
(Middle West Corporation) 


The United Light and Power Service Company ... 


(United Light and Power Corporation) 


American Gas and Electric Service Corporation ... 


(American Gas and Electric Company ) 


BICCMIC AUWASerS EC. cca senses cos ek ewe 


(Cities Service Power & Light Company) 
The Utility Management Corporation 

(Associated Gas & Electric Company) 
Columbia Engineering Corporation 

(Columbia Gas & Electric Corporation) 


Commonwealth & Southern Corporation—N. Y. ... 


Gross Operating 
Revenues of Charged to 
Companies Served System Units? Revenues 


$3,588,352 5.68 
372,200 68 
586,396 68 
1,066,162 
2,152,966 

764,388 
2,613,244 
1,614,150 
2,263,050 


54,347,766 
86,823,534 
100,438,814 
77,757,387 
54,183,588 
147,655,966 
99,801,114 
152,095,205 


(Commonwealth & Southern Corporation—Del.) 


PiDAGEO  SREUIGES SCS «2.45 oss 'ses-aic crn cies wees es 


(Electric Bond and Share Company ) 


INEDECOMDOEVICES INC. ci. ioces. oop <.0d.0 Wiereeeees 


(New England Public Service Company) 


[2] The fact that the service 
charges of $3,588,352 for the NEPA 
system were higher than any other reg- 
istered holding company system and 
the fact that such charges were the 
highest per cent of gross revenues, 
5.68 per cent, of any system*® with 
which any comparison could be made, 
certainly indicated a need for the re- 
consideration and possible rescission 
of the previous authorization. 

The respondents criticized the com- 
parison made by the staff on the ground 
that some of the companies included 
in the tabulations, for instance, Ebas- 


.--- 287,379,206 


2,822,206 98 


21,253,987 214,323 


1.01 
co Services, Inc., served companies 
having a gross revenue much larger 
than that of the NEPA system, that 
the number of companies serviced in 
each system varied, that comparisons 
were made after the elimination of in- 
tercompany revenues and finally, that 
no comparison could be made with the 
NEPA system because it is funda- 
mentally different from all other sys- 
tems. 

It is realized that any comparison of 
service charges by public utility sys- 
tems presents difficulties, but it does 
not follow that no comparison is pos- 





7Includes engineering and construction sal- 
aries in the following amounts: 


% of 


Gross 
Rev. 


Eng. & Const. 
Ser. Salaries 
New England Power . 
Service Company .... $1,362,742 
Engineers Public’ Service 
Company, Inc. 
Middle West Service 
Company 
The United Light and 
Power Service Company 
American Gas and Elec- 
tric Service Corp. .... 
Electric Advisers, Inc. .. 
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2.156 


115,977 


578,138 
60,102 


The Utility Management 
Corporation 
Columbia Engineering 
Corporation 
Commonwealth & Southern 
Corporation—N. Y. .. 
Ebasco Services, Inc. . 632,426 
Nepsco Services, Inc. . 74,517 
8 Only four systems had a higher percent- 
age of service charges to gross revenue, the 
largest of which had a gross revenue of $2, 
494,202 compared with the NEPA gross reve- 
nue of $63,225,776. The comparison of the 
service charges of this Service Company with 
service charges of other systems does not 
imply that the service charges of such other 
systems are necessarily reasonable. 


341,234 
366,784 
826,715 





sible u 
identic 
tion a 
were 1 
good | 
sition 
Th 
dollar 
the h 
to gt 
lowit 
(1 
the - 
servi 
(7 
ular 
serv 
ac 
( 
by 
spo 
mo 


RE NEW ENGLAND POWER SERVICE CO. 


ible unless the systems are practically 
identical in all respects. The tabula- 
ion at least shows that respondents 
were under the obligation of giving a 
good explanation for their unique po- 
ition in the servicing company field. 

The respondents defended the large 
dollar amount of service charges and 
the high percentage of those charges 
to gross operating revenue on the fol- 
lowing grounds: 

(1) The operating companies in 
the NEPA system require extensive 
services. 

(2) The NEPA system is partic- 
ularly well adapted to a centralized 
service company because it operates in 
a compact geographical area. 

(3) More services are performed 
by the Service Company. The re- 


spondents took the position that it was 
more economical for the Service Com- 
pany to render certain services than 


for each of the operating companies to 
do such work. 

(4) The Service Company per- 
forms a substantial amount of con- 
struction work for the operating com- 
panies. The charges for this work 
include the pay of construction super- 
intendents, mechanics and construction 
laborers. 

The total service charges of $3,- 
588,352 in 1939 and $3,796,342 in 
1940 certainly appear high in actual 
dollar amount and in relationship to 
the gross operating revenues (5.68 
and 5.80 per cent respectively) of the 
NEPA system. Even accepting the 
respondents’ contention that the ex- 
penses of the Service Company in con- 
nection with construction work should 
not be considered as part of the serv- 





8Opening statement of counsel for respond- 
ents, Tr. 634. 


ice charges, the deduction of the en- 
tire charges and expenses for construc- 
tion, still leaves $2,158,338 or 3.41 per- 
cent of gross operating revenues in 
1939 and $2,606,342 or 3.98 per cent 
of gross operating revenues in 1940. 
To what extent these service charges 
are explained by the claim that more 
services were rendered by the Service 
Company than any comparable service 
company, is problematical, and pre- 
supposes, that such additional services 
were necessary and that the Service 
Company rendered such services more 
economically than the associate com- 
panies could do such work themselves. 

The respondents state that the eff- 
ciency of the operating companies is 
the best test in judging the Service 
Company : 

“Services furnished by operating 
companies are the fruit of services 
rendered to operating companies by the 
service company. 

“The Commission must decide upon 
the degree of perfection of services of 
the operating companies which will be 
decisive of the servicing of the serv- 
ice company. 

“That, Mr. Examiner, is the ratio 
decidendi of this case.’”® 

A number of exhibits were intro- 
duced to indicate what kind of a job 
the Service Company had actually done 
in the past few years. Of necessity 
these exhibits concerned the Service 
Company prior to reorganization. 
Only the future will indicate the efh- 
ciency of the reorganized Service 
Company. In order to use accepted 
methods or techniques in making 
these efficiency tests and to present 
computations which were as free from 
controversy as possible, the exhibits 
introduced by the staff were based 
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upon computations used by well-known 
statistical services. 

[3] Operating ratios of the NEPA 
system and of MUA were introduced. 
While the use of operating ratios has 
its limitations, the year-to-year trend 
of such ratios would appear to be a 
pertinent test of efficiency. The op- 
erating ratio (excluding taxes and de- 
preciation) of Massachusetts Utilities 
Associates increased from 60.48 per 
cent in 1933 to 66.32 per cent in 
1937; however, since 1937 this in- 
crease has been arrested. While the 
operating ratio of NEPA, excluding 
MUA, has not increased as rapidly nor 
has it reached the height attained by 
MUA," the steady and uninterrupted 
increase in such ratio is not indicative 
of efficient operations.” In pointing 
out the upward trend in operating ra- 


tios of MUA and NEPA it should fe 
noted that the average operating ratio 
(excluding taxes and depreciation) of 
all private electric companies also 
shows an upward trend for the years 
1933 to 1937 inclusive but shows a 
downward trend for 1938 and 1939” 

[4] From the point of view of the 
utility consumer the efficiency of a 
holding company system is concerned 
mostly with the absence of disturbances 
in the utility service rendered, the 
availability of the utility service, and 
the cost of such services. 

The 
showing a substantial decrease in the 
number of disturbances in utility sery- 
ice as to Green Mountain Power Cor- 
poration.* No information was of- 
fered as to the electric utility industry 
as a whole, but it was admitted that the 





10 Moody’s Public Utility Manual under 
“Definitions” states, after describing how its 
ratios are computed, “The resulting operating 
ratio affords a measure for determining the 
efficiency with which the enterprise is con- 
ducted and while its value is greater in com- 
paring the year to year trend it has a limited 
use in comparing very similar enterprises.” 
The Accountant’s Handbook also considers 
ratios as a proper test of efficiency. The In- 
terstate Commerce Commission has frequently 
made use of operating ratios: Re Oregon P. 
& E. R. Co. (1939) 233 Inters Com Rep 187, 
193; Re Eastern Class-Rate Investigation 
(1930) 164 Inters Com Rep 314, 407; Graham 
& Gila Counties Traffic Asso. v. Arizona E. 
R. Co. (1923) 81 Inters Com Rep 134, 137; 
Indiana Board & Filler Co. v. Director Gen- 
eral (1922) 73 Inters Com Rep 601, 607; Re 
Missouri & N. A. R. Co. (1922) 68 Inters 
Com Rep 47, 56; New England Divisions 
(Re Bangor & A. R. Co.) [1921] 62 Inters 
Com Rep 513, 530; Meridian Traffic Bureau 
v. Southern R. Co. (1920) 60 Inters Com Rep 
5, 7; Re Electric Railway Mail Pay (1920) 
58 Inters Com Rep 455, 474; Re Milk & 
Cream Rates to Philadelphia (1917) 45 Inters 
Com Rep 371, 381. 

11 MUA purchases practically all of its elec- 
tric energy requirements, the cost of which 
accounts in part for its higher operating ratio. 


12 The operating ratios of NEPA system 
and of MUA for the years 1933 to 1940 were 
as follows: 
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Massachusetts 
Utilities 
Associates* 
60.48% 
61.61% 
64.36% 
65.64% 
66.32% 
63.99% 


NEPA System* 
(excluding MUA) 
40.02% 
41.21% 
43.30% 
43.47% 
43.70% 
43.79% 

1939 44.19% 65.44% 
1940 45.76% 66.18% 


* Includes labor costs, fuel costs, and main- 
tenance, but excludes taxes and depreciation. 

13 The operating ratio of all private electric 
companies appears to be most nearly comp- 
arable to the NEPA system in that it derives 
(excluding MUA) 84.3 per cent of the con- 
solidated gross operating revenue from the 
sale of electric energy. The comparable figure 
for MUA is 80.8 per cent. All private elec- 
tric companies are reported by the Edison 
Electric Institute and Poor’s Public Utility 
Manual (1940) reports the following ratios 
(excluding taxes and depreciation): 1933, 
36.0; 1934, 36.6; 1935, 36.9; 1936, 37.3; 1937, 
38.5; 1938, 37.9; and 1939, 37.7. 

14 The total disturbances by years were as 
follows for Green Mountain: 


Year 


1933 
1934 
1935 
1936 
1937 
1938 


Disturbances Year Disturbances 
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industry had also shown an improve- 
ment in this respect. 

Consideration was also given to the 
number of electric customers and the 
ale of electricity and gas to ultimate 
consumers. The growth in the num- 
her of electric customers from 1931 
io 1940 shows that the NEPA system 
was approximately average when com- 
nared with all private electric compa- 
nies operating in the four New Eng- 
land states in which the NEPA sys- 
iem chiefly operates, and that more re- 
cently, 1937-1940, it is doing substan- 
tially better than average. In the sale 
of electricity to ultimate consumers by 
the entire NEPA system, including 
MUA, this system is slightly below 
the average when compared with the 
total sales to ultimate consumers in 
these four New England states. 

The NEPA system, including 
MUA, derives 9.37 per cent of its 


gross operating revenues from the 


sale of manufactured gas. For the 
period 1937-1940 gas sales to ulti- 
mate consumers increased 2.09 per 
cent. Most of the system gas sales 
are domestic sales; in 1940 such sales 
were 3,771,557 thousand cubic feet 
and revenue therefrom was $5,105,- 
150.50 or an average of $1.35 per 
thousand cubic feet. 

[5] Rates charged for utility serv- 
ices were also considered; not in an 
attempt to pass upon the propriety of 
the rate itself, a matter over which 
this Commission has no jurisdiction, 
but rather as a test of the efficiency of 
the system in selling its product. The 
average revenue per kilowatt hour sold 
and typical net monthly bills of the 
larger communities served were con- 
sidered. The NEPA system includ- 
ing MUA derived an average revenue 
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per kilowatt hour sold to residential 
and rural customers of 5.25 cents in 
1940. The Edison Electric Institute 
shows a revenue per kilowatt hour of 
3.84 cents for such utility services for 
the entire electric industry. The New 
England Public Service Company, a 
nonaffliated holding company system 
also operating in New England, had 
an average revenue per kilowatt hour 
of 4.72 cents for comparable services. 
No attempt was made to go into the 
general rate situation in the NEPA 
system but these figures do not indicate 
that the NEPA system is a leader in 
low rates. 


Reorganized Service Company 


Following the investigation and the 
hearing at Montpelier, Vermont, and 
after conferences with the staff of the 
Commission, an amendment to the 
declaration of the Service Company 
was filed. This amendment provided 
for an extensive reorganization of the 
servicing arrangements in the NEPA 
system, including a reorganization of 
the Service Company. Further hear- 
ing was held at which the reorganized 
servicing arrangements were consid- 
ered in detail. 

The respondents presented a de- 
tailed description of the reorganized 
servicing arrangements and each de- 
partment and subdivision of the reor- 
ganized Service Company was consid- 
ered in detail, including the personnel, 
their experience, salaries, and the 
work actually performed by each em- 
ployee. The Wholesale Companies, 
which will have a technical staff and 
executives, were also considered in 
deatil, including the personnel there- 
of, work done and its relationship 
with the operating companies, the re- 
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organized Service Company and the 
holding company. Organization charts 
were also presented by the respond- 
ents setting forth the organization of 
the Service Company and the person- 
nel of each division and subdivision of 
the Servicing Division, Engineering 
and Construction Division, and the 
Wholesale Companies. 

The Service Company as reorgan- 
ized appears to be a conscientious at- 
tempt to make such company purely 
a service company, that is, a company 
concerned chiefly with operating com- 
pany problems and equipped to render 
technical services upon request of the 
operating companies. The Service 
Company has been restaffed and in so 
far as possible has been shorn of sys- 
tem policy-making personnel. All of 
such personnel, according to the re- 
spondents, are now on the holding 
company payroll. The questions which 
have arisen concerning the necessity 
for the services rendered the associate 
companies by the executive officers of 
the holding company have been re- 
solved by placing all such officers and 
their clerical assistants on the payroll 
of the holding company and no charg- 
es will be made the operating compa- 
nies for such services as may be ren- 
dered by such personnel. The presi- 
dent of the reorganized Service Com- 
pany is an operating company man, 
having been president or vice president 
for the past seven years of the second 
largest operating company in the 
NEPA system. His testimony at the 
hearing indicated that his interest runs 
to the operation of utility companies. 
The reorganized Service Company 
will have no interlocking officers, di- 
rectors, or employees with the hold- 
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ing company or with the companies ty 
be rendered services. 

Substantial changes have been mai: 
in the personnel of the Service Com. 
pany. In December, 1939, the Ser. 
ice Company had 1,048 employees, op 
June 30, 1940, it had 1,111 employees 
and on June 1, 1941, it had 991 em. 
ployees, 203 of which were field con. 
struction men. Of this total of 99] 
employees, 44 have been transferred to 
holding companies, 89 to wholesale 
companies, and 88 to operating com. 
panies, or a total of 221 transfers, 
Additional transfers are in process, 
bringing the total personnel of the re. 
organized Service Company to 626 of- 
ficers and employees, including 203 
field construction men. The general 
books and accounting records of some 
30 operating companies, formerly 
kept by the Service Company in Bos- 
ton, have been returned to the oper- 
ating companies and this work will be 
done directly by such companies. The 
transfer of personnel to the holding 
company will save the Service Com- 
pany approximately $362,000 a year 
and a pro forma statement, submitted 
by respondents and based upon 1940 
expenses, indicates an aggregate re- 
duction in expenses of the Service 
Company of $1,666,265. 

The Service Company as reorgan- 
ized is divided into two divisions, the 
Servicing Division and the Engineer- 
ing and Construction Division. The 
service contracts between the reorgan- 
ized Service Company and associate 
companies have been completely re- 
written. There will be two such cor- 
tracts, a contract for the services of 
the Servicing Division and one for 
the services of the Engineering and 
Construction Division. The Servic- 
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ing Division will have 236 employees 
receiving $648,121 divided among 12 
departments, and the Engineering and 
Construction Division 390 employees, 
4 receiving $30,462, and the remain- 
der divided into six major depart- 


ments: Construction (2 employees 
receiving $12,180 and 245 employees, 
including 203 foremen, mechanics, 
and construction laborers, receiving 
$452,800), Civil and Mechanical En- 
gineering (3 employees receiving $17,- 
937 and 61 employees receiving 
$181,561), Electrical Engineering 
(42 employees receiving $154,420), 
Engineering Supervision (8 employ- 
ees receiving $19,860), Gas Engineer- 
ing (5 employees receiving $25,070) 
and the Transmission Line and Prop- 
eties department (20 employees re- 
ceiving $66,466). 

The Servicing Division of the Serv- 
ice Company will charge for services 
upon the basis of the actual services 
rendered either directly to individual 
companies or to groups of companies, 
except as to the purchasing depart- 
ment and the employees’ relations de- 
partment. The expenses of the pur- 
chasing department will be allocated 
asa direct charge to companies for 
which purchasing services are per- 
formed, the allocation being deter- 
mined by the general purchasing agent. 
and direct charges being made to spe- 
cific companies for large quantity pur- 
chasing whenever possible. The ex- 
penses of the employees’ relations de- 
partment will be by direct charges 
when possible and the balance will be 
allocated to all associate companies on 
the basis of the number of employees 


in each company in relation to the to- 
tal employees in the system at Novem- 
ber 30th of the preceding year. Charg- 
es for services to a group of compa- 
nies ® will be allocated among the 
companies within such group upon the 
basis of “weighted gross revenues.” 
Such “weighted gross revenues” will 
be computed as follows: (1) a deduc- 
tion will be made for the cost of pur- 
chased power or gas, and (2) the re- 
maining gross revenue up to $600,000 
will be taken at 100 per cent, from 
$600,000 to $3,000,000 at 85 per cent 
and the remainder at 30 per cent. It 
is estimated that such charges will be 
$125,000 to $150,000 per annum. 

The Engineering and Construction 
Division will make its charges direct- 
ly to the companies requesting the serv- 
ice. The only exception will be the 
meter and relay departments and the 
cost of pole inspection which will be 
accumulated and billed on a pro rata 
basis as a direct charge to the compa- 
nies concerned. 

Overhead expenses of the reorgan- 
ized Service Company will be based 
upon a percentage factor of billable 
labor, that is, employees’ hourly rates. 
The percentage factor was computed 
by considering the floor space, equip- 
ment, telephones, etc., used by each 
department. A department control 
account will be used to revise this per- 
centage factor. The respondents esti- 
mate that 23 per cent of the total ex- 
penses of the reorganized Service 
Company will be overheid charges. 

All charges will be based upon an 
approved request for services and 
blanket service requests will not ex- 





The various groups of companies will be 
as follows: 

All retail utility companies 

All retail electric utility companies 


All gas companies ’ ; 
All Massachusetts retail utility companies 
All Massachusetts retail electric companies 
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ceed a period of one year. The reor- 
ganized Service Company bills will be 
rendered in sufficient detail to allow 
identification of the services rendered 
and permit proper accounting distri- 
bution. 

The Wholesale Companies, under 
the reorganization of the servicing ar- 
rangements in the NEPA system, will 
be operated as a unit with an extensive 
technical and administrative staff. It 
is estimated that services by the Serv- 
ice Company to the Wholesale Com- 
panies will amount to $136,000 a 
year.4® Only incidental services will 
be rendered by the Wholesale Com- 
panies to associate companies and such 
services will be only upon request of 
the associate companies. 

NEPA, the parent company, pursu- 
ant to the reorganization will have a 
separate staff and only services of an 
incidental nature will be rendered by 
the reorganized Service Company. 

The respondents have estimated the 
total service charges under the reor- 
ganized Service Company to Bellows 
Falls at $46,158 and to Green Moun- 
tain at $38,789." The actual charges 
in 1940 for these two companies were 
$92,799 and $75,694, respectively.” 
The actual service charges for 1940 
and estimates under the reorganized 
Service Company for certain other 
subsidiaries in the NEPA system are 
as follows: The Narragansett Elec- 
tric Company $329,083 actual and 
$131,879 esitmated, Arlington Gas 
Light Company $23,989 actual and 
$9,574 estimated and Attleboro Steam 


and Electric Company $27,780 actual 
and $16,013 estimated.” The service 
charges of the Servicing Division of 
the reorganized Service Company are 
estimated at $792,071 or 1.21 per cent 
of gross operating revenue and the 
service charges of the Engineering and 
Construction Division (excluding ac. 
tual construction work expense) are 
estimated at $260,378, or a total for 
the two divisions of $1,052,449 or 
1.60 per cent of the gross operating 
revenue. 

Consideration was also given to the 
intrasystem power contracts between 
the retail companies and the Whole. 
sale Companies. The Wholesale Com- 
panies sell large amounts of power to 
certain associate companies and pur- 
chase power from other associates. 
Approximately 25 to 33 per cent of 
the power requirements of all the re- 
tail companies is sold to such compa- 
nies pursuant to power contracts. The 
purchase of power by the Wholesale 
Companies from associates is also im- 
portant, for instance, in 1940 the New 
England Power Company, a whole- 
sale company, purchased from The 
Narragansett Electric Company 242,- 
671,096 kilowatt hours of dump power 
at 3.9 mills. The dump power was 
41.4 per cent of all the dump power 
purchased by New England Power 
Company and was 31.5 per cent of the 
power generated by The Naragansett 
Electric Company. 

It will be noted that any intrasystem 
power contract, whereby too high a 
charge is made for the power pur- 





16 Actual service charge to the Wholesale 
Companies in 1940 were $532,259. The trans- 
fer of personnel to the Wholesale Companies 
($258,820) and increased overhead and other 
costs are estimated at a total of $307,820, or 
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a net savings to such companies of $88,439 per 
annum. 

17 These figures do not include direct con- 
struction charges, insurance premiums, an 
certain other charges for which the Service 
Company is reimbursed. 
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chased or too low a charge is made for 
the power sold to the Wholesale Com- 
panies will accrue to the benefit of the 
Wholesale Companies, which are di- 
rect subsidiaries of NEPA. Such 
contracts place a heavy responsibility 
upon the contracting parties. The 
service contracts between the Service 
Company and the retail companies do 
not specifically provide for assistance 
in the negotiation of such contracts 
and while some assistance to the retail 
cempany would appear desirable, the 
assistance Of an associate company 
does not appear to be a satisfactory 
solution, because, realistically speak- 
ing, it is doubtful if the assistance of 
an associate company would be suffh- 
cent. We will not, therefore, attempt 
to solve this difficult problem by mere- 
ly requiring that specific provision be 
made in the service contract for as- 
stance, but rather will give further 


tudy to the important questions in- 
volved. 


Conclusions 


At the time the show cause order 
was issued the Commission tentative- 
ly adopted the conclusion of its staff 
that the Service Company was not so 
organized and conducted as to meet 
the requirements of § 13 of the act, 
IS USCA § 79m. 

The show cause order of the Com- 
mission also set forth specific objec- 
tons to certain service charges to 
Green Mountain Power Corporation 
and Bellows Falls Hydro-Electric Cor- 
poration and also made specific objec- 
tion to the compensation of interlock- 
ing officers, directors, and employees 
of the Service Company and NEPA 
and its subsidiary holding companies, 
and the allocation of costs and meth- 
[3] 


od of billing. The reorganization of 
the servicing activities in the NEPA 
system, as set forth in the evidence in 
this proceeding, substantially meets 
these specific objections. 

Substantial changes were made by 
the respondents in the Service Com- 
pany subsequent to the investigation 
and the hearing at Montpelier, Ver- 
mont. These changes appear to be 
aimed at the isolation of the Service 
Company as a company chiefly inter- 
ested in the operating companies, as 
distinct from the holding company. 
This isolation has been effected by a 
complete severance of the officers, di- 
rectors, and employees of the Service 
Company from the holding companies. 
The holding company will have hold- 
ing company personnel on its payroll 
to follow the interest of the parent 
company. While it is doubtful if a 
wholly owned service company can 
ever be separated from the control and 
influence of its parent, the steps which 
have been taken by respondents indi- 
cate a conscientious attempt to so or- 
ganize the Service Company that it 
will be in a better position to render 
services from the point of view of the 
operating companies. 

The Service Company as reorgan- 
ized will have an accounting system 
which will show the requests for serv- 
ice, the allocation of the charges in 
detail and the bills rendered the oper- 
ating companies will show what serv- 
ices were rendered. Lack of such a 
system in the past has made it a lengthy 
and cumbersome task, and in some 
cases an impossibility to determine 
who requested the service and what 
services were actually performed. This 
change was long overdue. 

The operation of the Wholesale 
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Companies as a separate unit will per- 
mit a clearer picture of the operations 
of this system. 

In addition to the changes noted 
above, the operating companies will 
be charged only for services which 
they request and the charges for 1940 
of $3,796,342 under the reorganized 
Service Company are estimated at 
$2,130,077 or 3.26 per cent of gross 
operating revenues. This estimate, 
while still high, is more nearly a rea- 
sonable figure than the corresponding 
figures of 5.68 per cent and 5.80 per 
cent for 1939 and 1940. This esti- 
mate of 3.26 per cent includes $1,- 
338,006 of expenses in connection with 
the performance by the Service Com- 
pany of engineering and construction 
services, of which $1,077,628 is esti- 
mated as actual construction work ex- 
pense of the Service Company. If 
actual construction work expense is 
deducted the total service charges of 
the reorganized Service Company are 
estimated at $1,052,449 or 1.60 per 
cent of gross operating revenue of the 
NEPA system. 

How efficient the reorganized Serv- 
ice Company will prove to be can only 
be determined by the actual perform- 
ance of the Service Company and the 
companies receiving the service. As 
we said in the Middle West Service 
Company Case (1941) file No. 37-6, 
Holding Company Act Release No. 
2696, 38 PUR(NS) 272, 282: 

“We recognize that § 13 presents 
problems of considerable complexity 
and difficulty. These problems are 
being worked out, case by case, in an 
evolutionary process.” 

The pro forma cost of services to 
the operating companies, while re- 
duced substantially, still seems high. 
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While there may be some merit to re. 
spondents’ contention that the high 
cost of service, as compared with costs 
in other systems, is due in part to the 
unusual character of the NEPA sys. 
tem and to the greater extent to which 
services to the subsidiaries can and 
should be rendered, we feel that a con- 
scientious and aggressive management 
will be able to effect further economies, 

As compared with the staff of oth- 
er service companies coming under 
our jurisdiction, the personnel of the 
Service Company while substantially 
reduced still seems large. This fact 
may be the result in part of perpetuat- 
ing the multiplicity of departments 
and sections and groups which had 
grown up in the Service Company be- 
fore its reorganization. Undoubted- 
ly the management of the reorganized 
Service Company will be able, by a 
critical analysis of personnel and a 
combination of functions and depart- 
ments wherever possible, to effect a 
further reduction in the number of 
employees without disrupting the or- 


ganization or impairing the efficiency 


of its operation. 

Consideration was given by the 
Commission to an order granting only 
a conditional approval to the reorgan- 
ized Service Company, such approval 
to be reviewed after a short test pe- 
riod. However, in view of all the 
facts in this case, particularly the fact 
that respondents have presented as 
complete a description of future oper- 
ations and method of doing business 
of the reorganized Service Company 
as could reasonably be expected, the 
better procedure appeared to be to 
give every opportunity to the reorgan- 
ized Service Company to show what 
actually can be accomplished. 
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Our jurisdiction under § 13 is of 
, continuing nature. There will be 
ample opportunity hereafter to reéx- 
amine the organization and operations 
of the Service Company as to future 
performance. Such an examination 
may be accomplished by subsequent 
earings or preferably by informal in- 
vestigation and conference. We in- 
fend to continue to watch and scruti- 
nize the operations of the Service 
Company and to conduct field investi- 
gations wherever it seems necessary. 
In this connection it should be noted 
that while certain functions of the 
Service Company, such as accounting 
and billing, had been thoroughly in- 
vestigated by our staff working in the 
feld prior to the hearings, other de- 
partments, such as engineering and 
construction, and the power contracts, 
had not been made the subject of such 
field investigation, and the only evi- 
dence thereon is in the form of state- 
ments of company witnesses. The 
further functioning of the Service 
Company in these respects particularly 
is to be scrutinized. If it appears 
hereafter that the reorganized New 
England Power Service Company is 
not so organized and conducted as to 
meet the requirements of § 13, the in- 
stitution of proceedings will be in or- 
der, but it is to be hoped that the prob- 
lms which undoubtedly will arise 
from time to time can be worked out 
by the consultative process. 

Our order to show cause was direct- 
ed to certain concrete objections. The 
Service Company has been so reorgan- 
ized as to meet these specific objec- 
tions. Therefore, the only real issue 
before us is whether the authoriza- 
tion heretofore granted the Service 


Company pursuant to § 13 should be 
revoked. 

Having in mind our continuing ju- 
risdiction, being of the opinion that 
the reorganization of the Service Com- 
pany constitutes a definite and affirma- 
tive improvement over the old method 
of doing business, and believing that 
the Service Company is now in a po- 
sition, if it will, to work constructive- 
ly for the benefit of its associate com- 
panies, we, therefore, conclude that 
the authorization of New England 
Power Service Company as a subsidi- 
ary service company should be con- 
tinued. 

We have heretofore instituted pro- 
ceedings pursuant to § 11 (b) (2) 
of the act, 15 USCA § 79k (b) (2), 
with respect to New England Power 
Association and its subholding com- 
panies. (See Holding Company Act 
Releases Nos. 2550 and 2866.) In 
this connection it should be under- 
stood that in this opinion we are deal- 
ing solely with the status of the Serv- 
ice Company and are in nowise deter- 
mining that New England Power As- 
sociation holding company system 
meets the requirements of § 11(b) (2) 
of the act or making any finding as to 
the efficiency of the system. Nothing 
herein contained shall be construed to 
have any bearing upon said proceed- 
ings pursuant to § 11 or to impair our 
powers and duties under said section 
of the act. 


An appropriate order will issue. 


ORDER 


The Commission having by its or- 
der of the 31st day of July, 1936, 1 
SEC 615, permitted a declaration to 
become effective with respect to New 
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England Power Service Company as 
a subsidiary service company in the 
New England Power Association 
holding-company system, pursuant to 
§ 13 of the Public Utility Holding 
Company Act of 1935; and 

The Public Service Commission of 
the state of Vermont having on the 
29th day of July, 1940, requested this 
Commission to investigate the service 
contract in force between New Eng- 
land Power Service Company and 
Bellows Falls Hydro-Electric Corpo- 
ration and between New England 
Power Service Company and Green 
Mountain Power Corporation, for the 
purpose of determining the necessity 
of the services rendered and the equit- 
ableness of the charges for such serv- 
ices ; and 

Pursuant to said request of the Pub- 
lic Service Commission of the state of 
Vermont, this Commission having on 
the 6th day of August, 1940, initiated 
proceedings pursuant to §§ 13 and 18 
of said act, in connection with which 
proceedings public hearings were 
held; and 

The Public Utilities Division of 


the Commission having thereafter 
filed its report with respect to said 
proceedings, the Commission having 
on the 22nd day of May, 1941, issued 
its order to show cause why its order 
of July 31, 1936, supra, should not be 
rescinded, New England Power Sery- 
ice Company having filed its answer 
and supplement thereto, and New 
England Power Service Company 
having filed an amended declaration 
setting forth a reorganization of its 
methods of doing business, and fur- 
ther public hearings having been held 
thereon ; and 

The Commission having considered 
the record herein, and having found 
that the authorization heretofore 
granted New England Power Service 
Company should be continued in ef- 
fect as to the reorganized company, 
and having made and filed its findings 
and opinion herein: 

It is ordered that the authorization 
heretofore granted New England 
Power Service Company on the 3lst 
day of July, 1936, be and same here- 
by is continued in effect as to the re- 
organized company. 





FEDERAL POWER COMMISSION 


Re Pacific Power & Light Company et al. 


[Docket No. IT-5469, Opinion No. 69.] 


Consolidation, merger, and sale, § 42 — Condition — Stipulation as to severance 


damages. 


1. Applicants for authority to transfer all of the property rights, licenses, 
and assets of a subsidiary power company to the parent corporation, i 
cluding the transfer of Federal Power Commission licenses for hydroelectric 
power projects, should be conditioned upon the execution of a stipulation 
which will protect the United States against the contingency that the trans- 
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fer of the licensed projects might increase the amount of severance dam- 
ages which the United States would have to pay under § 14 of the Federal 
Power Act if the United States exercises its right to take over any of 
the projects at the expiration of the license term, p. 38. 


lntercorporate relations, § 14.2 — Transactions between affiliates — Cost of 
property — Debt discount and expense. 

2. A transaction between a power company and its parent (owning all of 
its common stock and sufficient of preferred stock to exercise 94.66 per 
cent voting control), pursuant to which the subsidiary acquired assets and 
assumed part of the debt discount and expense incurred by the parent cor- 
poration on the sale of the subsidiary’s bonds as forming part of the con- 
sideration paid for such assets, could not avail to change the character of 
the item of debt discount and expense so that it may be treated as addi- 
tional cost of the assets acquired, p. 39. 


Accounting, § 21 — Debt discount and expense — Investment in associated com- 
panies. 
3. Debt discount and expense incurred by a parent corporation on the sale 
of bonds of a subsidiary power company cannot properly be included as 
part of the consideration paid by the power company to the parent com- 
pany for a group of assets including stocks of a third company, but only 
the cost of that stock to the parent company is properly established in the 
account Investment in Associated Companies as the cost of the stock, 


p. 39. 


Accounting, § 12 — Special reserve account — Acquisition adjustments. 

4. Approval of a merger was conditioned upon the establishment on the 
books of the surviving corporation of a special reserve account representing 
amounts which had been reclassified in adjustment accounts resulting from 
acquisition of properties from affiliates and others, pending an opinion by 
the Commission as to reclassification and disposition of such matters, which 
reserve was to be used only for such purposes as the Commission might 
subsequently approve or direct, p. 40. 


Accounting, § 13 — Actual legitimate cost — Items disallowed. 

5. Items disallowed by the Federal Power Commission as part of the 
actual legitimate original cost of a project under Part I of the Federal 
Power Act cannot properly remain as part of original cost of the plant as 
defined in the Uniform System of Accounts, but irrespective of the trivial- 
ity of amount must, as a matter of principle, be charged off to earned 
surplus, p. 40. 

Consolidation, merger, and sale, § 44 — Conditions — Assumption of tort liability. 
6, An order approving a merger should contain a condition that the sur- 
viving corporation succeeds to any tort liabilities of the merged corpora- 
tion on consummation of the merger, whether such liabilities have been ad- 
judicated or not, p. 40. 


Consolidation, merger, and sale, § 23 — Grounds for approval — Savings in op- 
erating expense. 
7.A merger of power companies which will accomplish certain economies 
in operating expenses, redounding ultimately to the benefit of ratepayers 
and investors, should be approved in the absence of adverse factors, sub- 
ject to compliance with conditions imposed by the Commissions, p. 41. 


[December 9, 1941.] 
37 42 PUR(NS) 





FEDERAL POWER COMMISSION 


PPLICATION for approval of transfer of assets of one power 
A company to another; approval granted after former order 
of disapproval and remand by Federal Circuit Court of Appeals. 
For decision of Circuit Court, see (1940) 111 F(2d) 1014, 34 

PUR(NS) 153. See also (1937) 23 PUR(NS) 425. 


APPEARANCES: Laing & Gray, by 
John A. Laing, Reid & Priest, by A. 
J. G. Priest, R. A. Henderson, and M. 
O. Leighton, for the applicants ; How- 
ard E. Wahrenbrock, for the Com- 
mission. 


By the Commission: This matter 
is again before us (after remand by 
the U. S. circuit court of appeals for 
the 9th circuit)? on the joint appli- 
cation of Pacific Power & Light Com- 
pany and its subsidiary, Inland Pow- 
er & Light Company, filed June 11, 
1937, which was supplemented Sep- 
tember 21, 1940, and amended Octo- 
ber 5, 1940. The applicants seek an 
order authorizing and approving the 
transfer of all the property, rights, li- 
censes, and assets of Inland Power & 
Light Company (which we shall re- 
fer to as “Inland’’) to Pacific Power 
& Light Company (which we shall 
refer to as “Pacific” ). The proposed 
transfer includes Federal Power Com- 
mission licenses for hydroelectric 
power projects designated as projects 
Nos. 308, 935, and 1447. 

A further hearing was held before 
an examiner on the joint application, 
as supplemented, beginning October 9, 
1940. On October 23, 1941, a stipu- 
lation signed by counsel for the appli- 
cants and counsel for the Commission 
was filed, providing for the incorpora- 
tion by reference of certain parts of 

1 Pacific Power & Light Co. v. Federal 


Power Commission (1940) 111 F(2d) 1014, 
34 PUR(NS) 153. 
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the record in the pending proceeding 
Re Pacific Power & Light Company, 
Docket No. IT-5611. 

At the second hearing the appli 
cants, by their counsel, ultimately in 
dicated their acquiescence in the inter 
pretation of their application as seek 
ing, on behalf of Inland, authoriza 
tion and approval for the dispositio 
of Inland’s facilities; and on behalf 
of Pacific, for the merger by Pacifig 
of its facilities, subject to the jurisdic 
tion of this Commission, with part of 
Inland’s facilities. 

From the additional showing made 
by the supplemental application, by 
the testimony and exhibits introduced 
at the second hearing, by the state 
ments of applicants’ counsel, and the 
stipulation filed, it now appears thaf 
several aspects of the matter present 
ed for decision which would adverse 
ly affect the public interest may be 
eliminated and that with their elimina 
tion the proposed transaction on the 
facts as now shown presents itself a 
one affecting the public interest bene 
ficially. 

[1] The adverse factors which, i 
not eliminated, would outweigh the 


action may be noted briefly. 

transfer to Pacific of the licensed pro} 
ects might have increased the amount 
of severance damages which the Unit 
ed States would have to pay unde 
§ 14 of the Federal Power Act, 19 
USCA § 807, if the United State 
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sercises its right to take over any of 
hese projects at the expiration of the 
wense term. The applicants have in- 
ated their willingness to execute a 
iipulation which will protect the Unit- 
i States against such a contingency, 
ind any order approving the merger 
tould be conditioned accordingly. 
(2, 8] Under the method original- 
y proposed by the applicants to ac- 
ount for the transfer, certain debt dis- 
sunt and expense in the amount of 
077,610.49 would have been perma- 
ently capitalized in the accounts of 
he Pacific Company. That company 
proposed to establish the stock of In- 
ind, which it holds, at an amount of 
within Account 111, 
Investment in Associated Companies. 
hat amount is comprised of two 
ums. The first, $232,002.22, repre- 
ents the cost of that stock to Pacific’s 
harent company, American Power & 
Light Company (which we shall refer 
toas “American” ), from whom it was 
acquired by Pacific in 1930. The sec- 
ond, $977,610.49, represents a part of 
the total of $1,576,377.74 debt dis- 
runt and expense incurred by Ameri- 
an Power & Light Company in the 
ale of Pacific’s bonds. The assump- 
tion by Pacific of part of the debt dis- 
count and expense incurred by Ameri- 
tan in the sale of Pacific’s bonds was 
treated by Pacific, up to the time of 
the second hearing in this proceeding, 
a forming part of the consideration 
paid for a group of assets which it ac- 
quired from American, which assets 
included the stock of Inland. Initial- 
ly, the Pacific Company failed to rec- 
ognize the $977,610.49 as an element 
of debt discount and expense and pro- 
posed to treat this amount as an addi- 
tonal cost of the Inland stock. 


American Power & Light Company 
owns all of the common stock of Pa- 
cific and sufficient of its preferred stock 
to exercise 94.66 per cent voting con- 
trol as of July 31, 1940. It is our 
opinion that the transaction between 
such associated companies could not 
avail to change the character of the 
item of debt discount and expense. 

In the current proceeding on Pacif- 
ic’s plan of reclassifying its accounts 
in accordance with the Uniform Sys- 
tem of Accounts (Re Pacific Power 
& Light Co. Docket No. IT-5611), 
Pacific rightly proposes to make the 
necessary adjustments to achieve the 
same result which would have followed 
if it had originally assumed all of the 
debt discount and expense, amounting 
to $1,576,377.74, incurred by Ameri- 
can in the sale of Pacific’s 25-year 
bonds dated August 1, 1930, and had 
undertaken the amortization thereof 
on a straight-line basis over the life 
of the bonds. Pacific proposes to 
write off immediately $656,824.06 of 
that amount against Earned Surplus; 
to charge $63,055.11 to 1941 income, 
and to amortize the remaining amount 
of $856,498.57 over the remaining 
life of the bonds. The company, Pa- 
cific, now concedes that the $977,- 
610.49 previously referred to is a part 
of the total of $1,576,377.74 debt dis- 
count and expense to be disposed of, 
and that the amount of $232,002.22 
is the proper amount to be established 
in Account 111, Investments in Asso- 
ciated Companies, as the cost of the 
Inland stock. Our order will be con- 
ditioned accordingly. 

The proposed method of accounting 
will result in establishing a credit of 
over $1,000,000 on the books of Pa- 
cific, representing the difference be- 
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tween the net assets to be acquired and 
the adjusted book cost ($232,002.22) 
of Inland’s stock. The amount of the 
credit originally proposed was $157,- 
503.42, but by subsequent testimony 
the amount has been changed to $1,- 
135,113.91, an increase of $977,- 
610.49 originating as heretofore de- 
scribed. This credit results from sev- 
eral transactions by which Inland ac- 
quired assets from affiliates (including 
some of the assets it now proposes to 
transfer to Pacific) and transferred 
assets to affiliates (including part of 
the assets which it had so acquired). 
In certain of these transactions with 
affiliates, Inland disposed of proper- 
ties for amounts in excess of the cost 
thereof. As indicated above, the re- 


sult of these transactions is that the 
cost to Inland of the net assets to be 
acquired by Pacific is $1,135,113.91 
more than the latter’s adjusted book 


cost of the stock of Inland. 

[4] This Commission now has un- 
der consideration certain reclassifica- 
tion and original cost studies of Pa- 
cific (Re Pacific Power & Light Co. 
Docket No. IT-5611), wherein it 
would appear that amounts at least 
greatly in excess of $1,135,113.91 
have been reclassified in the adjustment 
accounts (Accounts Nos. 100.5 and 
107 Uniform System of Accounts) 
resulting from acquisitions by Pacific 
of properties from affiliates and oth- 
ers.2 Accordingly, pending an opin- 
ion by this Commission in the mat- 
ters of reclassification and disposition 
involved in Docket No. IT—5611, our 
approval of this proposed merger 
must be on the further condition that 


this excess or credit of $1,135,1134 
shall be established on the books 4 
the Pacific Company in a special ; 
serve account, which reserve shall } 
used only for such purposes as th 
Commission may subsequently appro 
or direct. 

[5] With respect to the proposd 
retention in the fixed capital accoun 
of Pacific upon consummation of-t 
merger of three minor items aggrg 
gating $131.62 which were disallowa 
by the Commission as part of the cos 
of additions and betterments to the| 
censed hydroelectric project No. 30 
we cannot accede to applicants’ co 
tention that such items which hay 
been disallowed as part of the “actug 
legitimate original cost” of the proj 
ect under Part I of the Federal Pow 
er Act may yet remain part of th 
“original cost” of the plant as define 
in our Uniform System of Account 
We have heretofore considered th 
same contention made by another |i 
censee and our decision overruling i 
was upheld on review by the circui 
court of appeals.* Irrespective of th 
triviality of amount, we must, as 4 
matter of principle, require that thes 
items be charged off to Earned Sur 
plus prior to the consummation of tht 
merger. 

[6] To avoid any question whic 
might arise under the terms of th 
merger agreement because of its omis 
sion to provide expressly that Pacifit 
succeeds to any tort liabilities of In 
land on consummation of the merger 
whether such liabilities have been ad 
judicated or not, and in view of the 
statement of applicants’ counsel that 





2 Certain of these adjustment amounts result 
from transactions with Inland. 

8 Opinion No. 21-B, Re Northern States 
Power Co. (Wisconsin), Project No. 108 
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(1940) 33 PUR(NS) 279. 

4Northern States Power Co. v. Feder 
Power Commission (1941) 118 F(2d) 14! 
144, 39 PUR(NS) 23. 
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ection would not be made to enter- 
g into further agreement to make 
ematter certain, we are of the opin- 
bn that this should be done and our 
der will be so conditioned. 

[7] The proposed merger will ac- 
mplish certain economies in operat- 
ng expenses. Savings in operating 
pxpenises, however small, should re- 
found ultimately to the benefit of rate- 
myers and investors; and in the ab- 
ence of adverse factors, are sufficient 
to establish that the proposed merger 
vill beneficially affect the public inter- 
tand should be approved subject to 
ompliance with the conditions here- 


An order will be entered in accord- 
knce with this opinion. 


ORDER 


Upon consideration of the joint ap- 


plication in the above-entitled pro- : 


ceeding, as supplemented, and the rec- 
ord thereon, the Commission having 
on this date made and entered its 
Opinion No. 69, which is hereby re- 
ferred to and made a part hereof by 
reference, it appears that: 

(a) Written notice of hearing on 
the application was duly given to the 
Department of Public Service, state 
of Washington, the Public Utilities 
Commissioner, state of Oregon, and 
the governors of each of those states, 
and notice of the hearing was pub- 
lished in the Federal Register. No 
protest or petition or request to be 
heard in opposition to the granting of 
the application has been received. 

(b) On June 12, 1937, the Public 
Utilities Commissioner of the state of 
Oregon and the Department of Public 
Service of the state of Washington, 
by their orders, authorized the pro- 


posed transaction, in so far as the 
laws of said states, respectively, were 
applicable. 

In addition to the findings stated 
in Opinion No. 69, the Commission 
finds as follows: 

(1) Inland Power & Light Company 
is a corporation organized and exist- 
ing under and by virtue of the laws 
of the state of Oregon and is a wholly 
owned subsidiary of Pacific Power & 
Light Company, which is a corpora- 
tion organized and existing under and 
by virtue of the laws of the state of 
Maine. 

(2) Each of the applicants owns 
or operates facilities, among others, 
for the transmission or sale at whole- 
sale of electric energy which is trans- 
mitted from one state and consumed 
at points outside thereof by persons 
other than the transmitter thereof, 
and each is therefore a public utility 
within the meaning of that term as 
used in § 203 of the Federal Power 
Act, 16 USCA § 824b. 

(3) By the proposed transactions 
for which authorizations are sought, 
Inland will dispose of the whole of 
its facilities subject to the jurisdic- 
tion of this Commission and Pacific 
will merge or,consolidate its facilities 
subject to the jurisdiction of this Com- 
mission with those of Inland, and 
such disposal and merger or consoli- 
dation are subject to the requirements 
of the aforesaid § 203, 16 USCA 
§ 824b. 

(4) Pacific has submitted satisfac- 
tory evidence of compliance with the 
requirements of all applicable state 
laws in so far as necessary for the op- 
eration of the licensed projects pro- 
posed to be transferred from Inland 
to Pacific, as required by § 9(b) of 

42 PUR(NS) 





FEDERAL POWER COMMISSION 


the Federal Power Act, 16 USCA 
§ 802(b). 

(5) Consummation of the proposed 
transactions as hereinafter authorized 
will be consistent with the public in- 
terest. 

Upon the findings set forth above 
and in Opinion No. 69, the Commis- 
sion orders: 

(A) The disposal of facilities by 
Inland, the merger or consolidation of 
facilities by Pacific, and the transfer 
of licenses for Projects Nos. 308, 935, 
and 1447, as proposed in the joint ap- 
plication in the above-entitled proceed- 
ing, as supplemented, are authorized 
and approved upon the terms and con- 
ditions set forth therein, subject, how- 
ever, to the conditions hereinafter in 
this order prescribed. 

(B) Prior to the consummation of 
the proposed transactions, Pacific 


shall file with the Commission a stipu- 
lation as hereinafter set forth execut- 
ed upon its behalf by its counsel of 
record pursuant to express authoriza- 
tion thereunto duly given by its stock- 


holders and directors. Three con- 
formed copies of such authorization, 
duly certified by its secretary, shall 
simultaneously be filed with the Com- 
mission. Such stipulation shall read 
as follows: 

Pacific Power & Light Company 
agrees that upon consummation of the 
proposed transfer to said Pacific Pow- 
er & Light Company of all of the 
properties of Inland Power & Light 
Company, including those certain Fed- 
eral Power Commission licenses for 
Project No. 308, Project No. 1447, 
and Project No. 935, the Pacific Pow- 
er & Light Company, as the successor 
or assignee of all rights under such li- 
censes, shall be subject to all the con- 
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ditions of such licenses, and each o 
them, and subject to all the provision 
and conditions of the Federal Powe 
Act to the same extent as though Pa 
cific Power & Light Company were th 
original licensee under said licenses 
and each of them, and that if tha 
United States shall exercise the right 
reserved to the United States by § | 

of the Federal Power Act, 16 USC: 
§ 807, upon or after the expiration 0 
said licenses respectively, to take ove 
any project or projects covered by sai 

licenses or any of them, any rights 0 
Pacific Power & Light Company, a 
licensee under said license or licenses 
to receive payment under said § | 

for any damage caused by the sever 
ance of the project or projects fro 

property not taken by the United 
States, which property is owned and 
held by Pacific Power & Light Com 
pany and is valuable, serviceable i 

the development, transmission or dis 
tribution of power, and dependent fo 
its usefulness upon the continuance of 
said license or licenses, shall be the 
same as if Inland Power & Light Com 
pany were still the owner of the pro 

erties proposed to be transferred by if 
to Pacific Power & Light Company 
as aforesaid, and the United State 
were taking the project or project 
from it as licensee, and that any right 
of Pacific Power & Light Company t 
such severance damages shall neithe 
be increased nor decreased by reasot 
of the transfer of the project proper 
ties or any of them from Inland Pow 
er & Light Company to Pacific Power 
& Light Company. 

(C) The applicants shall make ac- 
counting adjustments and shall ac- 
count for the consummation of the 
proposed transaction so as to bring 
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shout the condition which would have 
resulted if : 

(i) All debt discount and expense 
incurred in connection with the sale 
of Pacific’s 25-year bonds dated Au- 
cust 1, 1930 (said to have amounted 
0 $1,576,377.74), had been assumed 
by Pacific and set up on its books as 
sich and proper amounts thereof 
charged off annually so as to bring 
about the amortization thereof over 
the life of the bonds on a straight-line 
basis, and no part thereof had been 
treated as part of the cost to Pacific 
of Inland’s stock and, 

(ii) The stock of Inland held by 
Pacific had been carried on its books 
at the cost thereof to American Pow- 
er and Light Company (said to have 
amounted to $232,002.22). 

(D) Pacific shall set up on its books 
the total original amount of the debt 
discount and expense (referred to in 
paragraph (C), (i), above, and shall 
write off against Earned Surplus an 
amount thereof equal to the aggregate 
of the amounts which would hereto- 
fore have been charged to income in 
order to amortize the debt discount 
and expense on a straight-line basis 
(said to total $656,824.06), charging 
to 1941 income the proper amount for 
the same purpose (said to be $63,- 
055.11), and setting up the remaining 
wnamortized debt discount and ex- 
pense (said to be $856,498.57) as 
such, to be amortized over the remain- 
ing life of the bonds. 

(E) Pacific shall set up the excess 
(said to be $1,135,113.91) of the cost 
to Inland of the net assets acquired 
by Pacific over Pacific’s adjusted book 
cost of the stock of Inland (referred 
to in paragraph (C), (ii), above) in 
a special reserve account which shall 


be applied only as this Commission 
may by its order hereafter approve or 
direct. 

(F) Prior to the consummation of 
the proposed transaction, Inland shall 
charge off to earned surplus three 
items aggregating $131.62 disallowed 
by this Commission as part of the cost 
of additions and betterments to li- 
censed Project No. 308. Such items 
consist of the following, referred to 
in the Commission’s order of October 
25, 1934, entitled “Approval of 
Changes in Fixed Capital Accounts 
of Inland Power & Light Company 
during Period January 1, 1928, to De- 
cember 31, 1932, inclusive (Project 
No. 308)”: 


Services of M. O. Leighton 
Fees of American 


$132.66 
1.04 


$131.62 


Offsetting credit to the last above item 


(G) The merger agreement under 
which the proposed transactions will 
be consummated shall first be duly 
amended or supplemented to make fur- 
ther and express provision that any 
liability of any nature, including any 
liability ex delicto, on the part of In- 
land shall be assumed by Pacific, 
whether or not such liability shall have 
been adjudicated at the time of the 
consummation of the agreement. 

(H) The transfer of the licenses 
for licensed projects Nos. 308, 935, 
and 1447, shall be effective as of the 
date of consummation of the proposed 
transactions and shall be subject to the 
provisions of § 8 of the Federal Pow- 
er Act, 16 USCA § 801, and § 9.3 of 
the Commission’s Rules of Practice 
and Regulations. 
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(1) The foregoing authorization is estimate or determination of cost of 
without prejudice to the authority of any valuation of property claimed of 
this Commission or any other regula- asserted. 
tory body with respect to rates, serv- (J) This authorization shall ex 
ice, accounts, valuation, estimates or pire unless acted upon within nine 
determinations of costs, or any other days after the entry of this order, 
matter whatsoever which may come 
before this Commission, or such oth- 
er regulatory body, and nothing in 
this order shall be construed as an ac-_ sion’s Rules of Practice and Regula 
quiescence by this Commission in any _ tions. 





CALIFORNIA RAILROAD COMMISSION 


Re San Diego Gas & Electric Company 


[Decision No. 34743, Application No. 24557.] 


Security issues, § 84 — Reimbursement of treasury — Expenditures for constru- 
tion purposes. 

Authority was granted for the issuance and sale of common capital stock, 
at not less than $10 a share after payment of underwriting commissions, 
and for use of the proceeds for reimbursement of moneys actually expended 
from income, and from other moneys in the company treasury not secured 
by or obtained from the issue of securities, for construction purposes and 
for the payment in part of construction expenditures now being made and 
to be made. 


Accounting, § 1 — Expenses and income — Security issue case — Rate question. 


Statement in security issue case that figures showing operating expenses 
and income are as submitted by applicant and not as found reasonable 
by the Commission for the purpose of fixing rates, p. 46. 


Security issues, § 36 — Jurisdiction of state Commission — Disposal of stocks by 
holding company. 


Statement by California Commission that disposition of common stock of 
an operating company by a holding company was not a matter that came 
under the jurisdiction of the state Commission, p. 47. 


Valuation, § 41 — Securities issue factor — Premium on stock — Rate base. 
Statement by California Commission in securities case that the Commis- 


42 PUR(NS) 





NY 


nstruc- 


I stock, 
issions, 


stion. 
‘penises 
sonable 


icks by 


ock of 
t came 


? 
he 


ymmis- 


RE SAN DIEGO GAS & ELECTRIC CO. 


sion, in fixing rates of a gas and electric company, has at no time recog- 
nized a rate base placing a premium on the company’s outstanding stock 
plus the stock which it now proposes to issue to reimburse its treasury 
because of income expended for construction purposes, p. 47. 


[November 12, 1941.] 


PPLICATION by gas and electric company for authority to 
issue and sell common stock; application granted. 


By the Commission: In this pro- 
ceeding, the Commission is asked to 
make its order authorizing San Diego 
Gas & Electric Company to issue and 
sell 246,750 shares of its common 
stock of the par value of $10 a share, 
at and for a price to net applicant not 
less than $10 a share, after payment 
of underwriting commissions, and to 
use the proceeds derived from the sale 
thereof, first, to reimburse its treasury 
for construction expenditures hereto- 
fore made, and thereafter for general 
corporate purposes, including meeting 
the cost, in part, of construction ex- 
penditures made and to be made. 

San Diego Gas & Electric Company 
reports its outstanding bonds, stock, 
premium on preferred stock, and its 
accumulated surplus, as of September 
30, 1941, as follows: 


Bonds—First mortgage bonds, 
38%, due 1970 $16,000,000.00 

Cumulative preferred stock—5% : 
Par value $7,500,000.00 
Premium .... . 196,218.75 
<= 696,218.75 


Common stock and surplus : 
Par value $10,032,500.00 
Surplus 2,435,053.28 
—_—————_ 12, 467,553.28 


sisvtecccenbesenes $36,163,772.03 


It reports its balance sheet as of 
September 30, 1941, as follows: 


Assets 
Plant, property and equipment . . $48,112,890.89 
Current and accrued assets— 
Cash and working 
funds $434,901.74 
Notes and accounts 
receivable 
Materials and sup- 
plies 
Prepayments 


1,391,321.30 
50,263.04 


2,844,023.91 
1,538,321.35 
45,685.14 
138,551.13 


1,701.00 
171,128.37 


cccesoceee POET NS 


Unamortized debt discount and 
expense 

Clearing accounts 

Retirement work in progress ... 

Other deferred debits 

Capital stock expense 


Liabilities 
Common capital stock 
Preferred capital stock 
Premium on preferred capital 


$10,032,500.00 


196,218.75 
16,000,000.00 
Current and accrued liabilities— 
Notes payable ... $200,000.00 
Accounts payable 934,008.55 
Dividends declared 319,481.25 
Customers’ deposits 198,451.29 
Accrued liabilities 1,619,768.31 
——_ 3,271,709.40 
Deferred credits 139,993.66 
Reserves for depreciation 11,577,861.27 
Other reserves 1,089,962.90 
Contributions in aid of construc- 
tion 609,003.53 
Earned surplus 2,435,053.28 


$52,852,302.79 
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For the twelve months’ period end- 
ing September 30, 1941, the company 
reports its total operating revenues at 
$10,400,721.81 as compared with $9,- 
059,086.04 for the corresponding 
twelve months ending September 30, 
1940, an increase of $1,341,635.77 or 
14.81 per cent. However, it reports 
its operating expenses, depreciation, 
and taxes at $8,077,558.48 during the 
twelve months’ period ending Septem- 
ber 30, 1941 and at $6,510,744.44 dur- 
ing the preceding twelve months’ pe- 
riod, an increase of $1,566,814.04 or 
24.07 per cent. Its net income, after 
all charges, representing the amount 
available for dividends, is shown at 
$1,729,806.36 for the twelve months 
ending September 30, 1941, as com- 
pared with $1,865,180.84 for the pre- 
ceding period. The figures stated in 


this paragraph are as submitted by ap- 
plicant and not as found reasonable by 


the Commission for the purpose of 
fixing rates. 

During 1937, 1938, and 1939 and 
up to September 30, 1940, the com- 
pany paid dividends on its outstand- 
ing $10,032,500 of common stock at 
the rate of 8 per cent per annum; 
since September 30, 1940, it has paid 
such dividends at the rate of 9 per 
cent per annum. At the conclusion 
of the present financing, if authorized, 
applicant will have outstanding $7,- 
500,000 of preferred stock and $12,- 
500,000 of common stock on which 
the annual dividends, if the present 
rate is maintained, will be $375,000 
for the preferred stock and $1,125,000 
for the common stock, a total of $1,- 
500,000. 

In making this application for per- 
mission to issue additional common 
stock, the company reports that up to 
42 PUR(NS) 


September 30, 1941, it had expended 
for construction the sum of $4,198, 
082.03 which, it appears, had been paid 
or provided through the use of sur. 
plus earnings and other moneys in its 
treasury not obtained through the js. 
sue of bonds or stocks. It reports, in 
Exhibit “C,” its present construction 
budget at $8,824,914 of which, hoy- 
ever, a portion will not be expended 
until 1942. 

The company’s expenditures for 
construction during the present year 
and now under construction have in- 
creased materially over those of re- 
cent preceding years. Its balance sheet 
shows a cash position where its cur- 
rent and accrued liabilities are in ex- 
cess of its current and accrued assets. | 
It clearly appears that its earnings, in- 
cluding its earnings appropriated to | 
reserves, have been insufficient, and 
will be insufficient, to cover the capi- 
tal requirements now planned or in 
process of construction, and that ad- 
ditional capital funds from outside 
sources are needed to enable the com- 
pany to make provision for its con- 
struction costs and to improve its cash 
position. 

It is indicated that applicant has 
$10,032,500 par value of common 
stock outstanding. This stock consists 
of 1,003,250 shares of the par value 
of $10 each. On or about August 26, 
1940, Standard Gas and Electric Com- 
pany owned $9,938,700 par value, or 
99.07 per cent, of such stock. By its 
decision of August 26, 1940, 7 SEC 
1089, 36 PUR(NS) 51, the Securi- 
ties and Exchange Commission ap- 
proved a plan pursuant to which the 
holders of notes and debentures of 
Standard Gas and Electric Company 
were permitted to exchange said notes 
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and debentures for common stock of 
San Diego Gas & Electric Company, 
then known as San Diego Consolidat- 
ed Gas and Electric Company. The 
exchange was on the basis of $1,000 
face amount of notes and debentures 
for $580 par value of stock. Standard 
Gas and Electric Company was not 
successful in disposing of all of San 
Diego Gas & Electric Company’s com- 
mon stock under such plan. On June 
24, 1941, the Securities and Exchange 
Commission entered an order approv- 
ing an amendment to said plan, provid- 
ing for the disposition of the remain- 
ing 591,803 shares of common stock 
of San Diego Gas & Electric Company, 
then owned by Standard Gas and Elec- 
tric Company. The Securities and 
Exchange Commission directed the 
company to invite competitive bids for 
the stock. Its order of July 8, 1941, 
shows that Standard Gas and Electric 
Company accepted the bid of thirty- 
one underwriters, including Blyth & 
Co., Inc.; that their bid was $13.427 
per share, and that the stock would be 
offered to the public at $14.375 per 
share. On July 9, 1941, a syndicate 
headed by Blyth & Co., Inc. offered 
590,527 shares of common stock of 
San Diego Gas & Electric Company 
at $14.375 per share. The disposition 
of the common stock of San Diego 
Gas & Electric Company by Standard 
Gas and Electric Company was not a 
matter that came under the jurisdic- 
tion of the Railroad Commission. It 
did not fix the price at which said 
stock was exchanged for notes and de- 
bentures or the price at which the stock 
was sold to the public. Neither has it 
directly or indirectly approved the pay- 
ment of dividends on such stock at the 
prevailing dividend rate. The Com- 


mission in fixing the rates of San Die- 
go Gas & Electric Company at no time 
recognized a rate base that places a 
premium on the company’s outstand- 
ing stock plus the stock which it now 
proposes to issue to reimburse its treas- 
ury because of income expended for 
construction purposes prior to Septem- 
ber 30, 1941. 

The order herein will authorize the 
company to issue the 246,750 shares 
of common stock at a net price at not 
less than the par value thereof. 


ORDER 


San Diego Gas & Electric Company 
having applied to the Railroad Com- 
mission for an order authorizing it to 
issue and sell 246,750 shares of its 
common capital stock, the Commission 
having considered the matter and it 
being of the opinion that this is not a 
matter on which a public hearing is 
necessary ; that the request of the com- 
pany should be granted, as herein pro- 
vided ; that the money, property or la- 
bor to be procured or paid for through 
the issue of said stock is reasonably 
required for the purposes specified 
herein, and that the expenditures for 
such purposes are not, in whole or in 
part, reasonably chargeable to operat- 
ing expenses or to income, 

It is hereby ordered that San Diego 
Gas & Electric Company be, and it 
hereby is, authorized to issue and sell, 
on or before January 31, 1942, to net 
it not less than $10 a share, not ex- 
ceeding 246,750 shares of its common 
capital stock of the par value of $10 a 
share and of the aggregate par value 
of $2,467,500, and to use the proceeds 
for the reimbursement of moneys ac- 
tually expended from income and from 
other moneys in its treasury not se- 
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cured by or obtained from the issue of 
securities, for construction purposes 
prior to September 30, 1941, and for 
the payment, in part, of construction 
expenditures set forth in Exhibit “C” 
filed in this proceeding, now being 
made and to be made. 

The authority herein granted is sub- 
ject to the following conditions: 

1. San Diego Gas & Electric Com- 
pany shall keep such record of the is- 
sue and sale of the stock herein au- 
thorized, and of the disposition of the 
proceeds, as will enable it to file, on or 
before the 25th day of each month, a 


verified report as required by the Rail. 
road Commission’s General Order No, 
24-A, which order, in so far as applica- 
ble, is made a part of this order, 

2. Within ten days after the stock 
herein authorized is offered for sale to 
the public, San Diego Gas & Electric 
Company shall file with the Commis. 
sion three copies of the prospectus un- 
der which such stock is offered for sale 
and three copies of the underwriting 
agreement for the sale of such stock. 

3. The authority herein granted 
will become effective upon the date 
hereof. 





MISSOURI PUBLIC SERVICE COMMISSION 


Re Cass County Telephone Company 


[Case No. 10075.] 


Rates, § 134 — Comparisons. 


1. Comparisons of rates with those in other cities are seldom conclusive 
of the reasonableness of any given rate schedule, p. 51. 


Rates, § 131 — Increase conditional upo 


2. An increase in telephone rates, 


n improvements — Rehabilitation of plant. 
shown to be necessary because of grossly 


inadequate earnings, should be suspended until such time as the company 
has completed improvements necessary to rehabilitate the property as may 
be required to render satisfactory service to the public, p. 52. 


(JAMEs, Commissioner, dissents.) 


[December 29, 1941. 
A 


By the Commission: This case is 
before the Commission on application 
of Cass County Telephone Company, 
filed June 25, 1941, for an order au- 
thorizing said company to file a new 
schedule, increasing its rates for tele- 
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Rehearing denied January 15, 1942.] 


PLICATION by telephone company for authority to file in- 
creased rates; granted on condition. 


¥ 


phone service at Pleasant Hill, Cass 
county, Missouri. 

The application shows that the Cass 
County Telephone Company is a Mis- 
souri corporation engaged in furnish- 
ing telephone service to 569 subscrib- 
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RE CASS COUNTY TELEPHONE CO. 


asat its Pleasant Hill exchange. The 
applicant contends that for some years 
past it has been unable to secure suffi- 
dent revenue from its present schedule 
of rates at Pleasant Hill to enable it 
properly to maintain and operate its 
exchange at that point and provide a 
ywful return on the value of its prop- 
ety, and that increasing costs of op- 
eation are placing additional burden- 
sme expenses on the company. It 
jurther states that it proposes to make 
expenditures for improvements at the 
Pleasant Hill exchange in the amount 
of approximately $25,000, and that 
sid improvements will consist of new 
central office equipment, new station 
apparatus, and improvements in out- 
side plant. Attached to and made a 
part of the application are the follow- 
ing exhibits : 

1. An appraisal of the property as 
of May 1, 1941. 

2. An appraisal of the property at 
May 1, 1941, after giving effect to 
the proposed changes and _ replace- 
ments. 

3. Statement of earnings and ex- 
penses for the year 1940. 

4. Statement showing stations in 
service at May 16, 1941, by classes and 
the annual revenue derived therefrom 
on the basis of the present rate sched- 
ule. 

5. Statement of stations in service 
at May 15, 1941, showing stations by 
classes and the annual revenue that 
would be derived from the proposed 
tate schedule. 


After due notice of hearing, the 
case was heard before a member of 
the Commission at its hearing room 
in Jefferson City, Missouri, on Octo- 
ber 27, 1941, at which time the appli- 
cant and the city of Pleasant Hill ap- 
[4] 


peared by counsel and the Commission 
was represented by its chief counsel 
and chief engineer. The following 
recitals, findings, and conclusions are 
based on oral testimony or documen- 
tary evidence received at the hearing. 

Applicant’s Exhibit No. 1, an ap- 
praisal of the Pleasant Hill exchange 
prepared by J. H. Porter & Company, 
Consulting Engineers, shows cost of 
reproduction and cost of reproduction 


less depreciation estimates as of May 
1, 1941. 


For the purpdse of checking the 
company’s appraisal, the Commission’s 
engineering department, subsequent 
to the filing of the application, made 
an investigation of the system, checked 
the inventory, and prepared an inde- 
pendent appraisal of the property. A 
summary of the two appraisals thus 
prepared is set forth in the following 
tabulation : 


Commission J. H. Porter 


Item Engineers & Co. 


Cost of Reproduction 
Total including gen- 


eral overheads ... $65,827 $80,891 


Cost of Reproduction 
less Depreciation 

Total including gen- 
eral overheads ... 


42,291 60,589 


Applicant’s Exhibit No. 2 is an ap- 
praisal showing the cost of reproduc- 
tion and cost of reproduction less de- 
preciation of the property at May 1, 
1941, after giving effect to proposed 
changes and replacements. It indicates 
a cost of reproduction of $84,580 and 
reproduction less depreciation of $73,- 
213. Company engineers also submit- 
ted Exhibit No. 3-C, an adjustment 
of the Commission engineers’ apprais- 
al giving effect to the proposed changes 
and replacements, which shows a cost 
of reproduction of $67,517, and a cost 
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of reproduction less depreciation of 
$56,376. 

The Commission is of the opinion, 
after reviewing the testimony, that the 
appraisal estimates submitted in be- 
half of the company are too high. 
However, as will appear later, it is not 
necessary, at this time, to determine 
the extent to which they should be cor- 
rected. 

Applicant’s Exhibit No. 3, a state- 
ment of revenues and expenses for the 
period January 1, 1940, to December 
31, 1940, shows the following: 


Total operating revenue $12,378.01 


Total operating expenses excluding 


The above operating expenses in- 
clude $2,031.19 as depreciation ex- 
pense. 

A supplemental statement shows 
revenues and expenses for the period 


January 1, 1941, to August 31, 1941, 
and indicates a net operating income 
of $500.94 for the eight months. 

The following tabulation shows the 
rates now being charged and those 
proposed : 

Present Proposed 

Rate Rate 


$3.50 
2.00 


Service 
City 

Main line—Business 

Main line—Residence .... 
4-party residence 

2-party residence 
Extension—Business 
Extension—Residence .... 
Desk set differential 
Hand set differential 


Rural 
Business—Wall 
Residence—Wall or desk .. 
Subscriber-owned wall sets 1.25 
Service stations : 


1.50 
125 
50 


Miscellaneous 
Extension gongs : 30 
Extension bells ‘ 15 
Joint user—Residence .... 50 


Based on a continuation of the num- 
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ber of subscribers at May 15, 1941, the 
proposed rates would result in an jp. 
crease in gross annual revenue of $2, 
260.80. Should these higher rates he 
put into effect, however, the net rey. 
enue would probably not be increased 
by this amount, due to additional tax. 
es, a decrease in number of stations, 
and other factors. Company Exhibit 
3—B is an estimate showing anticipated 
revenue because of the proposed rate 
changes, and also additional expenses 
caused by the proposed increase in 
plant. It forecasts a net operating in- 
come of $1,516.79, for the period Jan. 
uary 1, 1941, to August 31, 1941, tak. 
ing into consideration depreciation ex- 
pense in the amount of $1,472.81. 

The Commission engineers recom- 
mended that $2,175 be the amount of 
the annual depreciation requirement 
used for testing rates at this exchange. 
This is in contrast with $2,031.19 ac- 
tually set aside by the company for the 
year, January 1, 1940, to December 
31, 1940, and the $1,360.71 set aside 
during the period January 1, 1941, to 
August 31, 1941 ($2,041.06 on an an- 
nual basis). On the basis used by 
them, the Commission engineers’ es- 
timate should be increased at least $50 
if the allowance is intended to cover 
the proposed increase in plant. The 
company estimate, including provision 
for the proposed changes after the re- 
construction of the plant, indicates $1,- 
472.81 for the period January 1, 1941, 
to August 31, 1941, which would be 
$2,209 on an annual basis. In view of 
the unusually small difference between 
the two estimates for depreciation ex- 
pense, it appears that the company es- J 
timate, the lesser of the two, can well 
be adopted for the purpose of testing 
rates. 
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RE CASS COUNTY TELEPHONE CO. 


The engineer for the company con- 
fended that the company should be al- 
lowed $800 for material and supplies, 
3000 cash working capital, and $3,- 
000 growing concern value. The 
Commission engineers recommended 
$800 for materials and supplies. 

The city of Pleasant Hill, through 
its city council, protested against the 
proposed increase in rates, filing a com- 
plaint in the form of a resolution, 
which, in substance, states that the 
prevailing rates as now in effect are 
excessive considering the service now 
being rendered ; that telephone system 
in Pleasant Hill has been in a poor 
condition for a long period of time, 
and as a result the service rendered is 
not only unsatisfactory to the sub- 
scribers, but has also been the cause 
of loss to numerous subscribers; that 
the company has known of the condi- 
tion for a long period of time, but has 
made no effort to remedy same; that 
the rate which the company now pro- 
poses to charge is out of proportion 
for the service charged in other cities 
and towns of like character and popu- 
lation; and that if said rate is permit- 
ted, many of the company’s subscrib- 
ers will have to discontinue telephone 
service. The city council further re- 
quested the Commission to take under 
consideration the telephone rate now 
in effect for the city of Lee’s Summit, 
Missouri. 

The city attorney for Pleasant Hill 
introduced exhibits consisting of state- 
ments showing appraisals, of telephone 
plants, and telephone rates in effect, at 
anumber of towns in Missouri, more 
or less comparable to Pleasant Hill. 
By means of these exhibits he en- 
deavored to show that the rates pro- 
posed at Pleasant Hill were not in 


keeping with the rates in other towns. 
He also contended that as an exchange 
increased in size, the cost of the serv- 
ice per subscriber increased. In par- 
ticular he claimed that Harrisonville, 
an exchange owned by the Cass Coun- 
ty Telephone Company, had more 
telephones than Pleasant Hill, and 
therefore the rates at Pleasant Hill 
should not be as high as those for Har- 
risonville. The Commission’s chief 
electrical, mechanical, and telephone 
engineer testified that under like con- 
ditions, rates increased as the number 
of stations increased. 

[1] With respect to such claims, 
this Commission has consistently been 
of the opinion that comparison of rates 
with other cities is seldom conclusive 
of the reasonableness of any given rate 
schedule. St. Louis v. Laclede Gas 
Light Co. (1933) 20 Mo PSCR 495, 
507. 

The city attorney further contended 
that the subscribers’ ability to pay, and 
the fact that Pleasant Hill is a farming 
center, and not an industrial area, 
should be given consideration in the 
determination of rates, and, in any 
event, that if rates are increased, such 
increases should not be effective until 
such time as the company shall have 
placed the system in a first-class con- 
dition. 

Counsel for the applicant admitted 
that the service as rendered at Pleasant 
Hill was poor, and stated that this 
poor service can be remedied by the in- 
stallation of new equipment, suggest- 
ing that if the Commission so chooses, 
an order for a rate increase, if granted, 
might be made contingent upon the ap- 
plicant’s placing the exchange in first- 
class operating condition. 

The minimum figure before us, re- 
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lating to property value is the Com- 
mission engineers cost of reproduction 
less depreciation appraisal as of May 
1, 1941, which is $43,000, roughly. 
This sum makes no provision for cash 
working capital, or addition for going 
concern (and we think rightly so), 
but it does take into consideration the 
item of materials and supplies. 

In comparing this minimum figure 
with the company’s present net earn- 
ings of some $600 per year, it appears 
obvious that the earnings are so gross- 
ly inadequate as not to require the re- 
finement of a fair value finding. 

It appears also that the proposed rate 
schedule would likely produce exces- 
sive earnings should it be placed in 
effect at this time, and with the pres- 
ently existing amount and value of 
property devoted to the public service. 

On the other hand it is equally ob- 
vious that the proposed schedule would 
not produce an excessive rate of re- 
turn on the then fair value of the 
property in the event that it were made 
effective after the completion of the 
contemplated improvements, which im- 
provements, both the city and the ap- 
plicant have agreed, are necessary. 

[2] Considering all the evidence 
in this case, the Commission is of the 
opinion, and finds, that the proposed 
schedule for increased telephone rates 
at Pleasant Hill should be approved; 
but that said rates should be suspended 
until such time as the applicant will 
have completed certain improvements 
including the installation of a new 
switchboard, the replacement of about 
220 instruments, the replacement of 
about 300 drop wires, the replacement 
of about 125 poles, and the installa- 
tion of about 1,000 feet of under- 
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ground conduit and cable, together 
with such other associated and ap. 
purtenant material and equipment as 
will be necessary to rehabilitate the 
property as may be required to render 
satisfactory service to the public; and 
that the final approval of this rate 
schedule should be contingent upon the 
completion of the above improvements 
and the submission to the Commission 
of proper proof that said improve. 
ments have been made. 

It is, therefore, 

Ordered: 1. That the Cass County 
Telephone Company be and is hereby 
required to reconstruct and rehabilitate 
its telephone exchange and plant in the 
city of Pleasant Hill, as may be re. 
quired for the rendition of adequate 
and satisfactory service to the public 
and to the city and its inhabitants. 

Ordered: 2. That upon the proper 
showing that the applicant has recon- 
structed and rehabilitated its telephone 
exchange and system in the city of 
Pleasant Hill, in compliance with the 
findings enumerated in this report, the 
applicant will be authorized to put into 
effect and charge the rates as proposed 
herein. 

Ordered: 3. That this order shall 
take effect ten days from this date, and 
that the secretary of the Commission 
shall forthwith serve on all parties in- 
terested herein a certified copy of this 
report and order, and that the appli- 
cant and all other interested parties 
shall notify the Commission before 
the effective date of this report and or- 
der, in the manner prescribed by § 5601 
Rev. Stats. Mo. 1939, whether the 
terms of this order are accepted and 
will be obeyed. 


Stueck, Chairman, Ferguson, Van 
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RE CASS COUNTY TELEPHONE CO. 


Osdol, and Williams, Commissioners, 
concur; James, Commissioner, dis- 


sents. 


JAMES, Commissioner, dissenting: 
[concur in that portion of the order 
which requires the Cass County Tele- 
phone Company to reconstruct and re- 
habilitate its telephone exchange and 
plant and improve its service to the 
public. 

I cannot concur in that portion of 
the order authorizing the company to 
put into effect and charge the rates 
proposed “upon the proper showing 
that the applicant has reconstructed 
and rehabilitated its telephone ex- 
change and system in the city of Pleas- 
ant Hill, in compliance with the find- 


ings enumerated in this report,” be- 
cause such authorization is premature 
and without foundation. 

Undoubtedly the evidence is suffi- 
cient to show that the company needs 
relief in the way of increased rates, 
but it has not and cannot justify in- 
creased rates until its plant is shown to 
have been rehabilitated to the extent 
to render proper service. An assumed 
plant is not the basis upon which rates 
should be fixed. . 

I think the Commission should re- 
quire the company to rehabilitate its 
plant and improve the service to the 
public and retain jurisdiction in the 
case for the purpose of fixing rates 
after the reconstruction and reha- 
bilitation has been accomplished. 





UNITED STATES SUPREME COURT 


Illinois Natural 


Vv 


Gas Company 


Central Illinois Public Service Company 
et al. 


(No. 100.) 
(— US —, 86 L ed —, 62 S Ct 384.) 


Interstate commerce, § 23 — What constitutes — Effect of change of title and 


custody — Natural gas. 


1. The particular point at which the title and custody of natural gas passes 


to the purchaser, without arresting 


its movement to the intended destination, 


does not affect the essential interstate nature of the business where the gas 


is brought into the state, p. 55. 


Interstate commerce, § 23 — What constitutes — Natural gas at wholesale — 
Pressure reduction. 

2. Interstate commerce in natural gas does not come to an end when a 

wholesale natural gas pipe-line company reduces the pressure of interstate 

gas before its delivery into the service pipes of local distributing utilities, 


p. 56. 
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Gas, § 2.1 — Scope of Natural Gas Act. 


3. Congress, by the enactment of the Natural Gas Act, intended to bring 
under Federal regulation wholesale distribution of gas moving interstate 


a. a 


Interstate commerce, § 23 — What constitutes — Wholesale distribution of nat- 
ural gas. 
4. A company purchasing natural gas moving interstate and transporting 
it through its own lines to local distributing utilities to which it sells the 
gas for ‘distribution engages in interstate commerce in gas and in its inter. 
state transportation, p. 57. 


Interstate commerce, § 5 — 
sale natural gas. 


5. A state Commission, in the absence of a certificate of public convenience 
and necessity granted by the Federal Power Commission, is without power to 
order extensions and the sale of natural gas to distributors by a pe -line 
company moving the gas in interstate commerce, as Congress by § 7(a) 
(c) of the Natural Gas Act has given plenary authority to the Federa 
Commission to regulate extensions of gas transportation facilities and their 
physical connections with those of distributors, as well as the sale of gas 
to them, p. 59. 


Whele- 


[January 5, 1942.] 


PPEAL from judgment of Supreme Court of Illinois affirm- 
A ing a judgment which sustained an order of the Commis- 
sion requiring a wholesale natural gas company to supply natural 
gas to a distributor; reversed. For decision below, see 375 Ill 


634, 39 PUR(NS) 11, 32 NE(2d) 157. 


+ a 


APPEARANCES: Glenn W. Clark, 
of Kansas City, Missouri, argued the 
cause for appellant; Albert E. Hallett, 
Jr., of Chicago, Illinois, argued the 
cause for appellees. 


the proceedings before the Commis- 
sion, appellant contended that its en- 
tire operations and business in Illinois 
constitute interstate commerce and 
challenged the Commission’s exercise 
of its jurisdiction and its order, as in 


Mr. Chief Justice STONE delivered conflict with the commerce clause and 


the opinion of the court: 

On complaint of appellee, Central 
Illinois Public Service Company, 
which is engaged in the distribution 
of natural gas to consumers in var- 
ious cities and towns in Illinois, ap- 
pellee, Illinois Commerce Commission, 
made its order requiring appellant, IIl- 
inois Natural Gas Company, to sup- 
ply the Central Company with natural 
gas and to establish the pipe-line con- 
nection necessary for that purpose. In 
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the provisions of the Natural Gas Act 
[June 21, 1938] 52 Stat. at L. 821- 
833, chap. 556, 15 USCA §8§ 717- 
717w. Section 7(c), 15 USCA § 717! 
(c), it was contended, prohibits such 
extension of facilities and sale of gas 
to distributors without a certificate of 
public convenience and necessity from 
the Federal Power Commission. 

On review the Illinois circuit court 
sustained the order and the Illinois 
supreme court affirmed, 375 Ill 634, 
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ILLINOIS NATURAL GAS CO. v. CENTRAL ILLINOIS PUB. SERV. CO. 


39 PUR(NS) 11, 32 NE(2d) 157, 
holding that the activities of appellant 
afected by the Commission’s order 
constitute intrastate commerce, to 
which the provisions of the Natural 
Gas Act do not apply, and that those 
activities are, therefore, subject to 
state regulation. The case comes here 
on appeal under § 237 of the Judicial 
Code as amended, 28 USCA § 344(a). 

Appellant, an Illinois corporation, is 
a wholly owned subsidiary of Pan- 
handle Eastern Pipe Line Company, 
which owns and operates a natural gas 
pipe-line system extending from gas 
fields in Texas, Kansas and Oklahoma 
across Illinois and into Indiana. Ap- 
pellant owns a pipe-line system wholly 
in Illinois, whose transmission pipe 
lines connect at various points in Illi- 
nois with the main line of Panhandle 
Eastern. Appellant by long-term con- 
tract purchases its supply of gas from 
Panhandle Eastern and transports it 
through its own lines to local gas dis- 
tributing utilities in Illinois to which 
it sells the gas for distribution to con- 
sumers in Illinois cities and towns. 
It also sells and delivers gas to several 
industrial consumers in the state. The 
gas moves continuously, under pres- 
sure applied by Panhandle, from the 
gas fields until it enters appellant’s 
transmission lines where appellant re- 
duces the pressure according to the 
needs of its service. After the reduc- 
tion of pressure the gas continues to 
move in appellant’s lines until it passes 
into the service pipes of the local dis- 
tributors, or industrial users, where 
the pressure is again substantially re- 
duced. The Central Illinois Public 
Service Company is distributing nat- 
ural gas to consumers in several IIli- 
nois towns and cities, which it pur- 


chases for resale from Universal Gas 
Company, and takes from the pipe line 
of the latter at the Illinois state line. 
Universal in turn acquires the gas in 
Indiana from Panhandle Eastern, and 
from Kentucky Natural Gas Compa- 
ny. 

The Illinois Commission found that 
appellant’s operation in the sale of the 
gas to distributors in the state is 
wholly intrastate commerce; that the 
supply of gas capable of passing 
through Central’s pipe line is inade- 
quate to supply the Illinois communi- 
ties served by it. The Commission 
then ordered appellant to extend its 
pipe line so as to connect with Cen- 
tral’s pipe-line system and to supply 
gas in sufficient quantities to enable it 
to satisfy the needs of its customers. 

[1] That appellant and Panhandle 
Eastern are engaged in interstate com- 
merce in the purchase and sale of the 
natural gas which moves in a con- 
tinuous stream from points without 
the state into appellant’s pipes within 
the state seems not to be open to ques- 
tion. Missouri ex rel. Barrett v. Kan- 
sas Nat. Gas Co. 265 US 298, 68 L 
ed 1027, PUR1924E 78, 44 S Ct 544; 
Ozark Pipe Line Corp. v. Monier 
(1925) 266 US 555, 69 L ed 439, 45 
S Ct 184; Peoples Nat. Gas Co. v. 
Pennsylvania Pub. Service Commis- 
sion, 270 US 550, 70 L ed 726, PUR 
1926D 187, 46 S Ct 371; State Tax 
Commission v. Interstate Nat. Gas Co. 
(1931) 284 US 41, 76 L ed 156, 52 
S Ct 62. Pursuant to the mutual 
agreement of the two companies the 
gas is transported in continuous move- 
ment through the pipe line into the 
state and through appellant’s pipes to 
the service lines of the distributors 
where appellant delivers it to them. 
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In such a transaction the particular 
point at which the title and custody 
of the gas passes to the purchaser 
without arresting its movement to the 
intended destination does not affect 
the essential interstate nature of the 
business. See Peoples Nat. Gas Co. v. 
Pennsylvania Pub. Service Commis- 
sion, supra (270 US at p. 544) ; Penn- 
sylvania v. West Virginia, 262 US 
553, 587, 67 L ed 1117, 1128, PUR 
1923D 23, 43 S Ct 658; 32 ALR 
300; United Fuel Gas Co. v. Hallanan 
(1921) 257 US 277, 280, 281, 66 L 
ed 234, 238, 239, 42 S Ct 105. 

[2] But appellee argues, as the 
state supreme court held, that although 
the sale of the gas and its movement 
into the state is interstate commerce, 
that commerce comes to an end when 
appellant reduces the gas pressure be- 
fore its delivery into the service pipes 
of the distributors. In consequence it 


is asserted the sale of the gas to the 


distributors is intrastate commerce 
subject to state regulation by the Com- 
mission’s order, and is therefore not 
within the purview of the Natural Gas 
Act, which is said to be applicable only 
to interstate commerce. 

This court has held that the retail 
sale of gas at the burner tips by one 
who pipes the gas into the state, or by 
one who is a local distributor acquir- 
ing the gas from another who has 
similarly brought it into the state, is a 
sale in intrastate commerce, since the 
interstate commerce was said to end 
upon the introduction of the gas into 
' the service pipes of the distributor. 
Public Utilities Commission v. Lan- 
don, 249 US 236, 63 L ed 577, PUR 
1919C 834, 39 S Ct 268; East Ohio 
Gas Co. v. Tax Commission (1931) 
283 US 465, 75 L ed 1171, 51 S Ct 
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499. In applying this mechanical test 
for determining when interstate com. 
merce ends and intrastate commerce 
begins this court has held that the ip. 
terstate transportation and the sale of 
gas at wholesale to local distributing 
companies is not subject to state con- 
trol of rates, Missouri ex rel. Barrett 
v. Kansas Nat. Gas Co. supra; see 
Public Utilities Commission y, Lan- 
don, supra (249 US at p. 245); ef, 
Rhode Island Pub. Utilities Commis. 
sion v. Attleboro Steam & Electric Co, 
273 US 83, 89, 71 L ed 549, 553 
PUR1927B 348, 47 S Ct 294, or to 
a state privilege tax, State Tax Com- 
mission v. Interstate Nat. Gas Co, 
supra. Yet state regulation of local re- 
tail rates to ultimate consumers has 
been sustained where the gas so dis- 
tributed was purchased at wholesale 
from one who had piped the gas into 
the state, Public Utilities Commission 
v. Landon, supra, as has a state tax 
measured by receipts from local retail 
sales of gas by one who has similarly 
brought the gas into the state. East 
Ohio Gas Co. v. Tax Commission, 
supra. 

In other cases the court, in deter- 
mining the validity of state regula- 
tions, has been less concerned to find a 
point in time and space where the inter- 
state commerce in gas ends and in- 
trastate commerce begins, and has 
looked to the nature of the state regu- 
lation involved, the objective of the 
state, and the effect of the regulation 
upon the national interest in the com- 
merce. Cf. South Carolina State High- 
way Dept. v. Barnwell Bros. (1938) 
303 US 177, 185, 187, 82 L ed 734, 
738, 740, 58 S Ct 510; California v. 
Thompson (1941) 313 US 109, 113, 
114, 85 L ed 1219, 1221, 1222, 39 


56 
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PUR(NS) 55, 61 S Ct 930; Duck- 
yorth v. Arkansas, No. 43, decided 
his term [— US —, 62 S Ct 311]. 
Thus, in Pennsylvania Gas Co. v. Pub- 
ic Service Commission, 252 US 23, 
Led 434, PUR1920E 18, 40 S Ct 
279, where natural gas was transport- 
al by pipe line from one state into an- 
ather and there sold directly to ulti- 
mate local consumers, it was held that, 
although the sale was a part of inter- 
state commerce, a state Public Service 
Commission could regulate the rates 
for service to such consumers. While 
the court recognized that this local reg- 
ulation would to some extent affect in- 
terstate commerce in gas, it was 
thought that the control of rates was 
amatter so peculiarly of local concern 
that the regulation should be deemed 
within state power. Cf. Arkansas 
Louisiana Gas Co. v. Department of 
Public Utilities (1938) 304 US 61, 82 
Led 1149, 23 PUR(NS) 337, 58 S 
Ct 770. And, similarly, this court 
has sustained a nondiscriminatory tax 
on the sale to a buyer within the tax- 
ing state of a commodity shipped in- 
terstate in performance of the sales 
contract, not upon the ground that the 
delivery was not a part of interstate 
commerce, see East Ohio Gas Co. v. 
Tax Commission, supra, but because 
the tax was not a prohibited regula- 
tion of or burden on that commerce. 
Wiloil Corp. v. Pennsylvania (1935) 
294 US 169, 79 L ed 838, 55 S Ct 
358; McGoldrick v. Berwind-White 
Coal Min. Co. (1940) 309 US 33, 
50, 84 L ed 565, 572, 60 S Ct 388, 
128 ALR 876. In Southern Nat. Gas 
Corp. v. Alabama (1937) 301 US 
148, 156, 157, 81 L ed 970, 975, 976, 


57 S Ct 696, on which the Illinois 
supreme court relied, we held only that 
the sale of gas to a local industrial 
consumer by one who was piping the 
gas into the state was a local business 
sufficient to sustain a franchise tax on 
the privilege of doing business within 
the state, measured by all the taxpay- 
er’s property located there, including 
that used for wholesale distribution 
of gas to local public service compa- 
nies. 

[3, 4] In the absence of any con- 
trolling act of Congress we should 
now be faced with the question wheth- 
er the interest of the state in the pres- 
ent regulation of the sale and distribu- 
tion of gas transported into the state 
balanced against the effect of such con- 
trol on the commerce in its national 
aspect, is a more reliable touchstone 
for ascertaining state power than the 
mechanical distinctions on which ap- 
pellee relies. But we are under no 
necessity of making that choice here 
for Congress, by the Natural Gas Act, 
has brought under national control the 
very matters which the state has un- 
dertaken to regulate by the order. 

An avowed purpose of the Natural 
Gas Act of June 21, 1938, was to af- 
ford, through the exercise of the na- 
tional power over interstate commerce, 
an agency for regulating the whole- 
sale distribution to public service com- 
panies of natural gas moving inter- 
state, which this court had declared 
to be interstate commerce not subject 
to certain types of state regulation. 
H. R. No. 709, Committee on Inter- 
state and Foreign Commerce, 75th 
Cong. Ist Sess. April 28, 1937.1 By 
its enactment Congress undertook to 





° The committee said of the proposed bill: 
It confers jurisdiction upon the Federal 
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Power Commission over the transportation of 
natural gas in interstate commerce, and the 
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regulate a defined class of natural gas 
distribution without the necessity, 
where Congress has not acted, of 
drawing the precise line between state 
and Federal power by the litigation of 
particular cases. By §1(b),15 USCA 
§ 717(b), the act is restricted in its 
application “to the transportation of 
natural gas in interstate commerce, to 
the sale in interstate commerce of nat- 
ural gas for resale for ultimate public 
consumption for domestic, commercial, 
industrial, or any other use, and to 
natural-gas companies engaged in such 
transportation or sale. . . .” And 
by § 2(6), 15 USCA § 717a(6) 
“natural-gas company” means a per- 
son [including a corporation] en- 
gaged in the transportation of nat- 
ural gas in interstate commerce or 
the sale in interstate commerce of such 
gas for resale. Sections 4, 5, 6, 15 


USCA § 717c, d, e, give the Federal 


Power Commission extensive control 
over the rates at which the gas is sold 
for resale. Under § 7(a), 15 USCA 
§ 717f{(a) the Commission has au- 
thority to order natural-gas companies 
to extend their systems to establish 
physical connections of their trans- 
portation facilities with those of dis- 
tributors and to sell gas to them. Sec- 
tion 7(b) prohibits the abandonment 
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of the facilities of natural-gas com. 
panies without approval of the Com. 
mission. Section 7(c), here involved, 
provides that “No natural-gas compa. 
ny shall undertake the construction or 
extension of any facilities for the 
transportation of natural gas to a 
market in which natural gas is already 
being served by another natural-gas 
company, or acquire or operate any 
such facilities or extensions thereof, 
or engage in transportation by means 
of any new or additional facilities, or 
sell natural gas in any such market,” 
without the Federal Commission's 
certificate of public convenience and 
necessity. 

We think it plain that these provi- 
sions, read in the light of the legisla- 
tive history, were intended to bring 
under Federal regulation wholesale 
distribution, like that of appellant, of 
gas moving interstate. Appellant en- 
gages in interstate commerce in gas 
and in its interstate transportation as 
those terms had been defined by this 
court, before the adoption of the act. 
After the gas is brought into the state 
appellant makes the first sale to dis- 
tributors for resale, to which the act 
in terms applies, and which the cases 
last mentioned defined as a part of the 
commerce subject in some respects to 





sale in interstate commerce of natural gas for 
resale for ultimate public consumption for do- 
mestic, commercial, industrial, or any other 
use. The states have, of course, for many 
years regulated sales of natural gas to con- 
sumers in intrastate transactions. The states 
have also been able to regulate sales to con- 
sumers even though such sales are in inter- 
state commerce, such sales being considered 
local in character and in the absence of con- 
gressional prohibition subject to state regula- 
tion. (See Pennsylvania Gas Co. v. Public 


Service Commission, 252 US 23, 64 L ed 434, © 


PURI920E 18, 40 S Ct 279.) There is no 
intention in enacting the present legislation 
to disturb the states in their exercise of such 
jurisdiction. However, in the case of sales 
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for resale, or so-called wholesale sales, in in- 
terstate commerce (for example, sales by pro- 
ducing companies to distributing companies) 
the legal situation is different. Such transac- 
tions have been considered to be not local in 
character and, even in the absence of congres- 
sional action, not subject to state regulation. 
(See Missouri ex rel. Barrett v. Kansas Nat. 
Gas Co. 265 US 298, 68 L ed 1027, PUR 
1924E 78, 44 S Ct 544, and Public Utilities 
Commission v. Attleboro Steam & Electric 
Co. 273 US 83, 71 L ed 549, PUR1927B 348, 
47 S Ct 294.) The basic purpose of the pres- 
ent legislation is to occupy this field in which 
the Supreme Court has held that the states 
may not act.” 
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the exclusive regulation of Congress. 
cf. Parker v. Motor Boat Sales, No. 
46, decided this term [— US —, 62S 
(¢221]. Section 7 of the act commits 
to the Federal Commission the control 
of extensions and abandonment of 
the transportation facilities of natural 
vas companies, their physical connec- 
tion with those of distributors and 
giles to distributors, and prohibits ex- 
tensions, such as the state Commission 
has now ordered, into an area already 
srved by another natural gas compa- 
ny, unless the Commission has first 
granted a certificate of public con- 
venience and necessity. Since the 
communities here are supplied by the 
Universal and Central companies, 
which transport the gas interstate, they 
constitute a market already served by 
anatural gas company within § 7(c) 
and § 2(6) of the act. 

The Federal Commission has ruled 
that it has jurisdiction under the act 
over companies which, like appellant, 
sell at wholesale to local distributors 
gas moving interstate. Re Billings 
Gas Co, (Fed PC) 35 PUR(NS) 
321; Re East Ohio Gas Co. (Fed PC) 
28 PUR(NS) 129. The proceedings 
of the Commission under § 7(c) indi- 
cate the many important matters which 
it takes into consideration in determin- 
ing whether an extension of facilities 
ina case such as this should be per- 
mitted.® 


In determining the scope of the 
Federal power over the proposed ex- 
tension of facilities and sale of gas it 
is unnecessary to scrutinize with metic- 
ulous care the physical characteristics 
of appellant’s business, in order to as- 
certain whether, as the court below 
held, the interstate commerce involved 
in bringing the gas into the state ends 
before delivery to distributors. In 
any case the proposed extension of ap- 
pellant’s facilities is so intimately as- 
sociated with the commerce and would 
so affect its volume moving into the 
state and distribution among the states 
as to be within the congressional pow- 
er to regulate those matters which ma- 
terially affect interstate commerce, as 
well as the commerce itself. Southern 
R. Co. v. United States (1911) 222 
US 20, 56 L ed 72, 32 S Ct 2,3 NCCA 
822; Houston, E. & W. T. R. Co. v. 
United States (1914) 234 US 342, 
58 Led 1341, 34 S Ct 833; Wisconsin 
R. Commission v. Chicago, B. & Q. R. 
Co. 257 US 563, 66 L ed 371, PUR 
1922C 200, 42 S Ct 232, 22 ALR 
1086; see United States v. Darby, 312 
US 100, 119, 120, 85 L ed 609, 619, 
620, 61 S Ct 451, 132 ALR 1430. 

[5] As Congress, by § 7(a) (c) 
of the act has given plenary author- 
ity to the Federal Commission to regu- 
late extensions of gas transportation 
facilities and their physical connections 





*In Re Kansas Pipe Line & Gas Co. Mo. 
G-106 and Re North Dakota Consumers Gas 
Co. No. G-119, October 24, 1939 [(Fed PC) 
3) PUR(NS) 321] it inquired: 

(1) whether the applicant possessed a sup- 
ply of natural gas adequate to meet those 
demands which it was reasonable to assume 
would be made upon it; (2) whether there 
existed in the territory proposed to be served 
customers who could reasonably be expected 
to use such gas service; (3) whether the fa- 
cilities proposed to be constructed would be 


adequate to meet the estimated demands for 
gas in the area; (4) whether applicant pos- 
sessed adequate financial resources with which 
to construct the facilities proposed; (5) 
whether the cost of construction of the fa- 
cilities proposed was adequate and reasonable ; 
(6) whether anticipated fixed charges were 
reasonable; (7) whether the rates proposed to 
be charged were reasonable, comparing in 
that connection the proposed rates with those 
of other natural gas companies already serving 
the territory. 
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with those of distributors, as well as 
the sale of gas to them, and since no 
certificate of public convenience and 
necessity, required by § 7(c), has been 
granted to appellant by the Federal 
Commission for the proposed exten- 


sions and sale, the state Commission 
was without power to order them, 
Reversed. 


Mr. Justice Roberts took no part 
in the consideration or decision oj 
this case. 





MAINE PUBLIC UTILITIES COMMISSION 


Re Cumberland County Power & Light 
Company 


[R. R. 2639.] 


Street railways, § 21 — Abandonment of tracks — Duty to restore pavement. 
A street railway company is not required to pay for a new street within 
its location when such location is abandoned, but its obligation is to take 
up its tracks and leave the street in a reasonably safe and passable condi- 


tion. 


[December 23, 1941.] 


PPEAL from order of municipal officers in relation to removal 
A of tracks and ties and paving portion of street; appeal 
sustained in part. 


¥ 


APPEARANCES: Leon V. Walker, 
Portland, for Cumberland County 
Power and Light Company; W. Mayo 
Payson, Corporation Counsel, for the 
city of Portland. 


By the Commission: For some 
years prior to 1939, Cumberland 
County Power and Light Company 
operated an electric street railroad over 
and upon Washington avenue in 
Portland. On April 16, 1939, the 
street car service was discontinued in 
the area in question and bus service 
was substituted by the Cumberland 
County Power and Light Company, 
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acting on authority of this Commis- 
sion, 

The Cumberiand County Power and 
Light Company did not remove its ties 
and rails at or about the time of 
abandonment, as it was understood 
that the city of Portland was about to 
rebuild the portion of Washington 
avenue in question, but was delaying 
the matter, due, in part, to lack of 
funds. 

Washington avenue, involved in the 
abandonment of service, was not in 
good shape; repairs were being made; 
and, from the time of the abandon- 
ment up to the time of the reconstruc- 
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RE CUMBERLAND COUNTY POWER & LIGHT CO. 


tion of the street those repairs needed 
yithin the location of the Cumberland 
County Power and Light Company’s 
tracks were made by the city and paid 
for by the company. 

On May 19, 1941, the Portland 
city council passed the following or- 
der: 

“Ordered, that Cumberland County 
Power and Light Company, lessee of 
the Portland Railroad Company, be 
and hereby is directed to remove the 
street railway tracks and ties on Wash- 
ington avenue from the northwester- 
ly side of Bates street to the north- 
westerly side of Johansen street, and 
to pave the street railway track loca- 
tion with bituminous concrete pave- 
ment surface 2 inches thick on a bi- 
tuminous concrete base 4 inches thick 
on a compacted gravel foundation 6 
inches thick, in accordance with lines, 
grades, and specifications to be fur- 


nished by the commissioner of public 
works,” 


Appeal was taken from this order 
to this Commission, pursuant to the 
provisions of § 31 of Chap. 65 of the 
Rev. Stats. of Maine, 1930, this sec- 
tion reading in part: 

“Any street railroad corporation 
may appeal from the decision of such 
municipal officers making any regula- 
tion or requirement under this section 
to the Public Utilities Commission, 
who shall upon notice hear the parties 
and finally determine the questions 
raised by said appeal and apportion 
the expenses thereof between said par- 
ties as they may deem just and equi- 
table.” 

The agreed statement of facts sub- 
mitted by the attorneys representing 
the city and the company revealed that 
in 1912 and 1913 the city repaved all 


or most of the area involved with a so- 
called permanent or semipermanent 
pavement, and the company paid the 
entire cost of this repavement within 
its rails and 18 inches outside thereof. 
By April, 1939, the entire roadway 
was in poor condition and needed to 
be reconstructed or repaired and there 
was no substantial difference in the 
condition of the roadway within and 
without the railroad location. The 
photographs submitted as_ exhibits 
would seem to indicate that the differ- 
ence, if any, is a better condition in the 
railway location than in the rest of the 
highway. 

As previously stated, after the 
abandonment by the company in April, 
1939, and down to the time of the re- 
construction of the area involved in 
1941, repairs and patching in the rail- 
way location were done at the expense 
of the company, and it was by mutual 
consent and agreement that the com- 
pany did not immediately, in April, 
1939, remove its tracks and ties, as the 
company was obligated by law to do. 
The position of the city is that, by rea- 
son of the reconstruction of this por- 
tion of Washington avenue in 1941, 
the obligation of the company is to not 
only remove its rails and ties from the 
street but to pay for the cost of recon- 
structing the street between the tracks 
and 18 inches ouside thereof. 

Under the decisions of our court, 
we conceive the obligations of the op- 
erating street railroad company, and 
our jurisdiction so far as this case is 
concerned, to be controlled by § 31 of 
Chap. 65 of the Revised Statutes, 
1930, and the common-law principles 
applicable. Re Cumberland County 
Power & Light Co. (1923) PUR 
1924B 537; Percy v. Lewiston, A. & 
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W. Street Railway, 113 Me 106, 92 
Atl —; Re Knox County Electric Co. 
119 Me 179, PUR1920D 1027, 109 
Atl 898. 

The agreed statement shows that the 
city, some time after the abandonment 
by the company, proceeded with the 
reconstruction of the portion of Wash- 
ington avenue involved in this matter 
and that the company, as the work on 
the street progressed, removed at its 
own expense the ties, rails, and other 
track equipment. This removal of 
tracks, et cetera, was in conformity 
with the obligation of the company :— 
“Where a street railroad is authorized 
to operate in the streets of a city for 
a definite and fixed time, and has en- 
joyed the full term granted, it may, 
upon failure to renew the grant, be 
required within a reasonable time to 
remove its tracks and other property 
from the streets.” Detroit United R. 
Co. v. Detroit (1913) 229 US 39, 57 
L ed 1056, 1060, 33 S Ct 697, and 
(1921) 255 US 171, 65 L ed 570, 41 
S Ce 25. 

The question presented to this Com- 
mission is to determine what further 
obligation, if any, rests upon the com- 
pany, in addition to what it has already 
assumed. 

At the time of the abandonment, as 
authorized by this Commission, the 
portion of Washington avenue in- 
volved was not good—in fact, as pre- 
viously stated, needed rebuilding. 

If the company had immediately, or 
within a reasonable time, started to re- 
move its tracks and equipment in the 
street, we do not believe that any 
claim would have been made that the 
railroad location should be recon- 
structed and repaved in the condition 
as now exists, to wit, the present re- 
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construction of Washington avenye 
The company’s obligation would be to 
have taken up its tracks and left the 
street in a reasonably safe condition as 
compared with the rest of the highway, 
This Commission had before it, in Re 
Cumberland County Power & Light 
Co. (1935) 11 PUR(NS) 523 , 
somewhat similar case of abandon. 
ment, in that instance the abandon. 
ment being occasioned by the fact 
that it would cost the company an ex- 
cessive amount to relay its tracks in 
accordance with the new specifications 
set forth in the reconstruction of the 
highway. In that instance this Com- 
mission ordered the company to re. 
move its tracks and equipment used in 
rendering service on the portion of the 
highway involved. 

It seems to this Commission that 
under the law the company’s duties 
should be in excess of the simple re- 
moval of the tracks and ties. The 
railway tracks occupy a portion of the 
traveled way in this particular case. 
We do not believe in this matter it is 
the duty under the charter and law 
of the company to pay for a brand new 
street within its location, which loca- 
tion it has abandoned. 

It has its obligation to take up 
tracks which the company in this in- 
stance has done, but it also should 
leave the street in a reasonably safe 
and passable condition. Simply to 
remove the tracks and ties would leave 
a dangerous hazard in the highway. 

Within the area involved and in ac- 
cordance with Exhibit “G” submitted 
in the case, the city of Portland has 
paid, for lifting and hauling away old 
pavement, $833.17. It has also put 
in a 6-inch gravel foundation at a 
cost of $796.94, for the purpose of 
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RE CUMBERLAND COUNTY POWER & LIGHT CO. 


meparing the street for the new bi- 
lyminous concrete pavement. It is 
bur opinion that the street railroad 
jompany should reimburse the city of 
Portland for these amounts but that 
wnder the law it is not obligated to pay 
ihe entire cost of the reconstruction of 
the portion of Washington avenue in- 
yolved, as required by the order passed 


by the city council of Portland on 
May 19, 1941. It is, therefore, 


Ordered, adjudged, and decreed 


That Cumberland County Power 
and Light Company reimburse the city 
of Portland in the matter referred to 
in the city council order of May 19, 
1941, the sum of $1,630.11. 
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Pennsylvania Public 


Utility Commission 


Bryn Athyn Supply Company 


[Application Docket No. 39882.] 


Commissions, § 43 — Powers — Violations of rules and statutes. 


1. The Commission in the exercise of its sound discretion may, in proper 
cases, excuse past violations of its rules and regulations and the public utility 


law, p. 64. 


Orders, § 4 — Powers of Commission — Revocation. 
2. The Commission is empowered to rescind, revoke, or modify any of 
its orders upon due notice and opportunity for hearing given to the in- 


terested parties, p. 64. 


[December 16, 1941.] 


ETITION requesting rescission of order sustaining complaint 

F comet carrier for failure to file schedule of charges for con- 

tract carrier service; order canceling permut rescinded and permit 
reinstated. 


By the Commission: The Bryn 
Athyn Supply Company, a corpora- 
tion hereinafter referred to as “peti- 
tioner” filed on June 18, 1941, a peti- 
tion requesting the rescission of the or- 
der of the Commission of April 8, 


¥ 


1941, 39 PUR(NS) 10. The Com- 
mission in that order sustained a com- 
plaint against the petitioner for its 
failure to file a schedule of its charges 
for contract carrier service as provid- 
ed by General Order 64. Hearing on 
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this petition was held September 30, 
1941. From the evidence of record 
we find the following facts: 

A permit was issued to the petition- 
er by the Commission at Application 
Docket 39882 on May 3, 1938, to 
transport building supplies and refuse 
as a contract carrier. On or about 
January 11, 1941, the petitioner re- 
ceived notice that a formal complaint 
had been instituted by the Com- 
mission against it for its failure to 
file with the Commission a schedule 
of its charges for contract carrier 
services as prescribed by General Or- 
der 64. The schedule should have been 
filed on or before October 1, 1940. A 
witness for the petitioner, its auditor, 
testified that it had neither knowledge 
of nor received notice of the adoption 
of General Order 64 until served with 
the formal complaint on January 11, 
1941, and that immediately thereafter 


a schedule of its charges was filed 
with the Commission. 

General Order 64 was adopted on 
July 24, 1940, and notice thereof was 
promptly sent by third class mail to all 
contract carriers, including the peti- 


tioner. The failure to comply with 
the provisions of General Order 64 
constituted a violation of the rules and 
regulations of the Commission. The 
Commission is not prone to condone 
violations of its rules and regulations 
even where the violator has acted in 
ignorance of their existence. How- 


ever, since the petitioner complig 
with the provisions of General Ord 
64 immediately upon notice of ¢h 
complaint we shall be lenient. 

[1] The Commission, in the exer 
cise of its sound discretion, may j 
proper cases excuse past violations 9 
its rules and regulations and the Pyb 
lic Utility Law: Arrow Carrie 
Corp. v. Public Service Commissio 
(1936) 120 Pa Super Ct 570, 575 
182 Atl 711; Re Toser, 18 Pa PU 
150. 


[2] The Commission is empowered 
to rescind, revoke, or modify any o 
its orders upon due notice and oppor: 
tunity for hearing given to the inter- 
ested parties: Arrow Carrier Corp. 
v. Public Service Commission, supra; 
Act of May 28, 1937, PL 1053, 
§ 1007, as amended. 

After careful consideration of all 
the matters here involved the order of 
the Commission of April 8, 1941, su- 
pra is hereby rescinded; therefore, 

Now, to wit, December 16, 1941, 
it is ordered: 

1. That the Commission order of 
April 8, 1941, canceling the permit of 
the Bryn Athyn Supply. Company at 
Application Docket No. 39882 be and 
is hereby rescinded. 

2. That the contract carrier permit 
as issued under date of May 3, 1938, 
to Bryn Athyn Supply Company be 
and is hereby reinstated. 
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POWER... 


snearly unfailing as human skill can devise 


HE almost flawless dependability that 

characterizes the electric power and light 
vices of the nation today is the result of 
tats of painstaking scientific development 
-- conducted alike by the utility companies 
nd by the industries which supply them with 
uuipment. Because of the part which Exides 
hve played in this development — because 
houghout the entire history of the electric 
Mdustry the quality and dependability of 
hese batteries have never varied — Exides 
tupy an enviable position. This explains 


why, in so many of the nation’s largest power 
plants, Exides faithfully provide power for 
the operation of vital equipment, and, in 
emergencies, furnish light for the plant itself. 


THE ELECTRIC STORAGE BATTERY CO. 


The World’s Largest Manufacturers of Storage 
Batteries for Every Purpose 


PHILADELPHIA 
Exide Batteries of Canada, Limited, Toronto 


Exide 


BATTERIES 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





Industrial Progress 


Equipment Notes 


Transformer Carrier 


New Ernst Magic Transformer Carrier 
Model has been announced by the Ernst Magic 
Carrier Sales Company, Buffalo, New York. 

This transformer Carrier is designed to lift 
transformers vertically and put them on 
wheels for easier movability. One man can 
move transformers with Ernst Magic Car- 
riers. 

Adjustable lift rods automatically locate 
themselves to grip the transformer casing. By 


Aids Transformer Handling 


bearing down on handle, the transformer is 
lifted vertically and, at the same time, the 
handle automatically locks to securely hold the 
transformer several inches off the floor. 

Four wheel, self-balancing construction saves 
floors, prevents accidents, protects transform- 
ers while moving. 

Full information on these Transformer Car- 
rier models may be secured from Ernst Magic 
Carrier Sales Company, 1456 Jefferson Ave- 
nue, Buffalo, New York. 





70 MASTER-LIGHTS 
© Electric Portable Hand Lights. 
® Repair Car Spot and Searchlights. 
© Emergency (Battery) Floodlights. 
CARPENTER MFG. CO. 


179 Sidney St., Cambridge, Mass. 
MASTER-LIGHT MAKERS 








Selected information about manufacturers, new prod- 
ucts, and new methods. Also news on utility expansion 
programs, personnel changes, recent and coming events. 


Fact D'gging P&H Trench Hoe 


The P&H 655-A Trench Hoe introduced by 
Harnischfeger Corporation, Milwaukee, Wisc. 
points to improved trench hoe performance in 
its range. Fast digging with great ease is ac. 
complished by newly developed and powerful 
gear-driven booster device with positive pri- 
mary chain drive. This auxiliary drum unit 
also speeds dipper reversing action and pro- 
vides greater smoothness and accuracy in con- 
trolling the dipper. 

Equipped with a 13 yd. struck measure dip- 
per, its digging depth is 22 feet, reach, 37 feet, 
and dumping height, 16 feet. 


Magnetic Relay Contactor 


A new magnetic relay/contactor for use 
either as a relaying unit or motor starter has 
been announced by the General Electric Com- 
pany. This new device, designated CR2790, is 
especially suitable for the control of pilot cir- 
cuits, as a fractional-horsepower motor start- 
er, or for use in conjunction with a magnetic 
switch controlling larger motors, heating or 
lighting circuits, or signal systems. 

The relay/contactor can be supplied in either 
open form or enclosed in a general purpose 
housing. It is available in three contact ar- 
rangements—single-pole normally open, dou- 
ble-pole normally open, and double-pole, 
double-throw. 


Fan-Type Air Heater 

For use in offices and stores, a new fan-type 
all electric unit heater is announced by West- 
inghouse Electric and Manufacturing Com- 
pany. Available in 5 and 73-kw sizes, 230 volts, 
50/60 cycles, the units have an output of 17,060 
and 25,590 btu respectively. These sizes are an 
extension of the 2, 3, and 4-kw heaters an- 
nounced a year ago. 

Mounting can be made on wall, ceiling, and 
floor. The heater can be adjusted vertically 
over a considerable range simply by loosening, 
adjusting, and tightening two nuts. 


Protective Coating Needs No Priority 

The Carbozite Corporation, Pittsburgh, ot- 
fers a special corrosion-resistant coating for 
the lasting protection of steel, wood or con- 
crete, which is readily obtainable because tt 
consists of non-essential material which re- 
quires no priority or preference rating to pur- 
chase. This coating, known as Carbozite, 1s 
manufactured from a pyrobitumen ore which 
is not used in any munition or war material 
and consequently is freely available when sup- 
plied in returnable containers. : 

Carbozite coating, which can be either 
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Keeps the Crew Fit 
and Comfortable 
in Severe Weather 
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Four-man crew compartment in front end gives full pro- 
tection in cold stormy weather. Equipped with hot water 
heater, it provides a place for your linemen to thaw out 
and get going again when weather is severe. Ample ven- 
tilation makes it equally comfortable in summer. Full- 
length door in right-hand side, with wide step at running 
board height permits entry and access at the curb or side- 
walk side, away from traffic dangers. 


Send for Bulletin B-4 


The American Coach & Body Co., Woodland Ave. at E. 93d St., 
Cleveland, Ohio 


~ AMERICAN 


PUBLIC UTILITIES EQUIPMENT FOR MOTOR VEHICLES 
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Equipment Notes (Cont'd) 


sprayed, brushed or dipped on, forms a uni- 
form, self-leveling film which will bond se- 
curely to any clean material and provides com- 
plete protection against corrosion from acid 
or alkali fumes, sulphur or salt air or water, 
smoke or soot and is totally unaffected by mois- 
ture, sunlight or any corrosive or carbonizing 
agent encountered in industrial usage. 


Protective Lighting with Elipso Standlite 

The new Elipso Standlite, for protective il- 
lumination around industrial plants, is an- 
nounced by the Goodrich Electric Company, 
Chicago. Due to its elliptical shape, the fix- 
ture, which conforms with FBI specifications, 
provides a wide lateral distribution of light. 


Angle Style Direct Style 


With proper spacing of fixtures, a brilliant 
barrier of light is created around property 
lines without illuminating buildings and 
grounds. Watchmen remaining in the dark- 
ness, can instantly spot the entrance of any in- 
truder into the brightly lighted fence or bound- 
ary area. With the low mounting height, lamps 
of from 300 to 500 watts deliver.a high in- 
tensity of illumination. 

The Elipso Standlite is available in the two 
styles as illustrated. While the direct style de- 
livers light laterally, the angle style provides 
a slight forward throw. Finished in perma- 
nent porcelain enamel, entirely weatherproof, 
the fixtures are easily installed and serviced. 
They’re designed for mounting on a standard 
two-inch pipe. Catalog sheets may be ob- 
tained from the manufacturer. 


Fittings For Q-Floor Wiring 

A complete line of electrical fittings and ac- 
cessories for underfloor distribution systems 
used with Robertson Q-Floor has been an- 
nounced by General Electric Company’s appli- 
= and merchandise department, Bridgeport, 

onn. 

Q-Floors, which are cellular steel, are 
manufactured by H. H. Robertson Co., Pitts- 
burgh, Pa. Due to their hollow cells, Q-Floors 
provide raceways for electrical wires, thereby 
making virtually the entire floor available for 
electrical services, such as telephone and sig- 





DICKE TOOL CO., Ince. 
DOWNERS GROVE, ILL. 
Manufacturers of 
Pole Line Construction Tools 
They’re Built for Hard WV ork 











nal systems as well as light and power services 
Since the cells of the Q-Floor are on six-inch 
centers, it is possible to install 8 outlets in an 
one square foot of floor area. : 

These G-E fittings and accessories for Q- 
Floors, are approved by the Underwriters’ Lab. 
oratories. They include distribution fittings 
outlet fittings, and accessories. - ; 


K-M Liquidizer 

Knapp-Monarch Co., St. Louis, offers its 
1942 K-M Liquidizer, a single unit that chops, 
whips, mixes, liquidizes, and beats. It can re. 
duce almost any vegetable or fruit to a palat 
able liquid in a few minutes, with all natural 
food and health values retained. Powered by 
an extra high speed motor, free from vibra- 
tion, the Liquidizer is built for long service, 
The fine steel cutting blades are permanently 
mounted in glass. There are no extra acces- 
sories to buy. List price $16.95. 


“Packaged Furnaces” For Defense Housing 

Developed originally for civilian use as part 
of a long-range program to create low-priced 
“packaged” merchandise, a new line of winter 
air conditioners has been placed in production 
for defense housing, by the General Electric 
air conditioning and commercial refrigeration 
department at Bloomfield, N. J. 

The new units, available in three gas-fired 
models and an oil-fired model, are completely 
factory wired and assembled, requiring a mini- 
mum of time, labor, and expense in installa- 
tion. They are extremely compact, and have 
been approved for close-quarter installations. 


Low Temperature Fluorescent Lamp 

Hygrade Sylvania Corporation has recently 
announced the availability of a new Fluores- 
cent lamp specifically designed for low tem- 
perature operation. 

Inasmuch as standard Fluorescent Lamps do 
not operate efficiently at temperatures lower 
than 50° F., these new lamps will fill a very 
definite, although perhaps limited, need. Hy- 
grade’s new low temperature (LT) lamp is 
designed to start and operate satisfactorily at 
temperatures as low as 0° F., when used in 
conjunction with Hygrade’s Mirastat No. 4. 

Because of the limited number of applica- 
tions in which this lamp will be used, it will be 
supplied in only one wattage and color, as fol- 
lows : 40 watt T-12 Medium Bipin Base 3500° 
White Fluorescent Lamp; 1500 hours esti- 
mated life, packed 24 to a standard package. 
This lamp will carry the marking “LT.” 


“Electric Eye” Black Sentinel 


A photoelectric blackout sentinel, which au- 
tomatically turns off advertising or store win- 
dow lights when street lights go out, is an- 
nounced by the General Electric Company. 

The equipment consists of a small box con- 
taining a phototube, or electric eye, and relays, 
and was given its first practical demonstration 
in Binghamton, N. Y., during Binghamton’ 
third trial blackout. 
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“Now you take a Nordstrom 


—there’s a real valve!” 


NORDSTROM VALVES KEEP UPKEEP DOWN 
MERCO NORDSTROM VALVE CO. 


A Subsidiary of PITTSBURGH EQUITABLE METER CO. 
WORLD'S LARGEST MANUFACTURERS OF LUBRICATED PLUG VALVES; GASOLINE, OIL & GREASE METERS 
Main Offices: 400 Lexington Ave., PITTSBURGH, PENNA. 
branches: Oakland (Calif.) Factory: 2431 Peralta St. 


a rork City, Buffalo, Philadelphia, Columbia, Memphis, Chicago, Kansas City, Des Moines, Tulsa, Houston, Los Angeles, 
Tancisco, Seattle. Canadian Licensees: Peacock ownage om a — Licensees: Audley Engineering Co., Ltd., 
wport, ropshire. Ogiand. 
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Compact Fan Motors 

A new line of unit-bearing, shaded-pole fan 
motors for applications requiring a short, quiet, 
compact motor has been announced by the Gen- 
eral Electric Company, Schenectady, N. Y. 
Especially suitable for use with commercial 
refrigeration, air conditioning, and ventilating 
systems, these motors are available in three 
models for 115-volt, 60-cycle operation. 


¥ 


Manufacturers’ Notes 


I. B. M. Sets Up Logistics Dept. 


The establishment of a Department of Log- 
istics within International Business Machines 
Corporation with Maj. Frederick W. Nichol, 
vice president and general manager, as its di- 
recting head, has been announced by Thomas 
J. Watson, president. Major Nichol will di- 
rect this new activity in addition to carrying 
on his regular duties. 

The new Logistics Department will codrdi- 
nate all IBM War activities and -will enlist 
every IBM employee within it. One of the im- 
portant functions of the department is to co- 
Operate with all agencies of the government 
and other companies manufacturing munitions 
and other war material. 


Employees Invest in Bonds 


The Pittsburgh Equitable Meter Company 
and subsidiaries, Pittsburgh, Pa. has made 
available a Pay-Roll Allotment Plan whereby 
accumulated savings from the earnings of em- 
ployees will be used to purchase United States 
Defense Bonds in the workers’ names. Par- 
ticipation in the plan is entirely voluntary. 


Iluorescent Lighting Association 

Primarily as a wartime measure to provide 
maximum illumination from a minimum of 
materials, particularly as regards metals and 
other items subject to rigid priorities and re- 
strictions, leading manufacturers of fluorescent 
tubing and components have organized the 
Fluorescent Lighting Association with quarters 
at 509 Fifth Avenue, in New York City. 

In addition to the conservation program for 
war-time needs, the Association proposes to 
make more widely known and available the 
flexibility and economy of cold-cathode con- 
tinuous-tube lighting (the latest development 
in fluorescent illumination) for general indus- 
trial, commercial, office and other usage. Be- 


tion has already been recognized as filling 
real need where these qualities are required, 


Coffin Awards Made to G-E Employees 


Charles A. Coffin Foundation Awards we 
made recently to 37 employees of the Generg 


accomplishments and several of them wer 
joint awards given to groups of two em 
ployees. Seventeen of those who received 
awards were engineers, four were workmen 
six were tool designers and expert mechani 

two were administrative and clerical em 
ployees, and two were construction engineer 
Since the Coffin Foundation was established 19 
years ago a total of 592 employees have beer 
singled out to receive annual awards. Thes 
awards comprise an engraved certificate plu 
a cash honorarium. 


Geist to Head New A-C Department 


Walter Geist, vice president of the All 
Chalmers Company, is to head a new depart 
ment, established to codrdinate the company’ 
sales policies according to an announcement b 
W. C. Buchanan, company president. 


activities for all the company’s 1600 products, 
with the exception of those of the tracto 
department. 


Truck Tire Preservation 

Recognizing that wartime restrictions on the 
sale of both motor vehicles and tires present 
problems to truck operators that may be even 
more serious than those confronting pas- 
senger car owners, Dodge dealers in every state 
are now acting as truck tire preservation 
counselors to the nation’s truck owners, ac- 
cording to an announcement made by B. B. 
Settle, director of service, Dodge Division, 
Chrysler ‘Corporation. 

Through an extension of the Dodge Job- 
Rated truck program, dealers have been given 
special instruction in the proper application ol 
tires to meet present conditions. They are now 
in a position to counsel with the operators o! 
all makes of trucks and recommend types and 
sizes of tires that will give maximum service. 








BLACKOUTS and other WAR MEASURES 
DEMAND PROTECTIVE LIGHTING 


WHEAT 


Rechargeable Spotlight 


KOEHLER MFG. CO. Marlboro, Mass. 


Weight 6 Ibs. 
1,000 Hours 
Battery Life 
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Pennsylvania 
builds for Pennsylvania are building into our prod- 


uct assured dependability of perform- 


6 ance that springs from vast experience 
Victory and expert engineering skill. With us 
‘ the question is not how will it profit us, 

but how will it profit the nation? That 

is the keynote of our earnest endeavor 


By to build the most reliable transformers 
@. “7 ...and to build for Victory! 
cansylrania TRANSFORMER COMPANY 
08 Ridge Avenue, N. S., Pittsburgh, Pa. 
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Hygrade Opens New Plant 

Hygrade Sylvania Corporation recently 
opened a new $500,000 fluorescent lamp manu- 
facturing plant at Danvers, Mass. 

Designed and equipped specifically for the 
large-scale manufacture of quality lamps, the 
new plant has an ultimate expected capacity 
of over 100,000 lamps a day and is already 
working two shifts in an effort to keep pace 
with increasing demands, 

Modern in every respect, with a maintained 
average of 72 footcandles of illumination on 
the manufacturing floor, this new building in- 
corporates production and architectural fea- 
tures that have already resulted in more effi- 
cient operation and greater employee comfort. 


Kellogg Appointed Bond Agent 

The Kellogg Switchboard & Supply Com- 
pany has been appointed a government agent 
for the sale of Defense Bonds. The company 
is among the first in the Seventh Federal Re- 
serve District to originate a voluntary pay-roll 
allotment plan for employees. 


Combustion Engineering Appointment 

J. V. Santry, president of Combustion Engi- 
neering Company, Inc., announces the appoint- 
ment of Albert R. Mumford, to the Research 
Department of that company, under the direc- 
tion of Henry Kreisinger. 


~ 


Catalogs and Bulletins 


Penn-Union Catalog 

A comprehensive catalog has been issued by 
Penn-Union Electric Corporation, Erie, Pa. A 
feature of this new catalog is its handy con- 
densed form of presentation. Its 180 pages 
show not only all types of conductor fittings, 
but a complete range of sizes in almost all of 
the types. 

Another feature is the clear and complete 
indexing by which the user can quickly find 
what he wants. All types of connectors are 
first indexed alphabetically, then by types and 
numbers. Also, there is a 6-page illustrated in- 
dex by means of which the user can, in a few 
seconds, locate exactly the type of conductor 
fitting he wants. 


Airport Lighting and Distribution Facilities 
For use in airport lighting design, a new 42- 
page bulletin is announced by. Westinghouse 
Electric and Manufacturing Company. Cover- 
ing all the lighting and electrical distribution 
equipment involved in the design of an air- 
port, the bulletin was prepared in collaboration 
with the C.A.A. and has their full approval. 
Typical layout plans with C.A.A. recom- 
mendations are given for airports with run- 
ways of from 1500 to 4500 feet. Distribution 
facilities described include circuit breakers, 
transformers, relays and cutouts. Control 
panels with floodlight and contact light con- 


trol are outlined to show physical position g 
important parts. 

Special feature of the bulletin are full.s; 
black and white photostats of typical lightin 
wiring diagrams for the four airport classe 
Field and distribution vaults, bus ducts, cog 
trol circuits, and a bill of material are sho 
in each case. 


Todd Issues Book on Safe 
Disbursement Procedure 


safety. 
Called “Disbursement Methods—Their Usé 


a system of disbursement procedure providing 
maximum protection. It was written by ex 
ecutives of the company who have made q 
complete study of accounts payable and pay 
roll practices. Aside from a general introduc 
tion establishing the need of such a system, thé 
book is largely given over to a clear explana 
tion of forty-four tested principles of safe 
disbursement procedure. These rules, the in 
troduction states, are the product of ove 
forty years’ devotion to the examination and 
analysis of safe disbursement practices. 

“Disbursement Methods—Their Use and 
Misuse” has been attractively printed with pen- 
and-ink illustrations emphasizing the prin- 
ciples of the text. Inquiries concerning the 
publication should be sent to The Todd Com- 
pany, Rochester, New York. 


J-M Inaustrial Products Catalog 


The new 1942 edition of the Johns-Manville 
Industrial Products catalog is now available. 
This 52-page, illustrated book contains in- 
formation and recommendations on high and 
low temperature insulations for every indus- 
trial need from 400 deg. F. below zero to 2500 
deg. F. above. Complete data are also included 
on J-M refractory products and castables; 
specifications on J-M bonded asbestos built- 
up roofs and J-M insulated roofs; detailed 
information on J-M corrugated transite for] 
roofing and siding; on J-M industrial friction 
materials; on transite electrical conduit and 
korduct, asbestos ebony and other J-M elec- 
trical materials; on transite pressure pipe for 
industrial and municipal water lines; on tran- 
site industrial vent pipe and stacks; and on 
J-M packings and gaskets. ; ; 

The catalog also describes in detail J-M in- 
dustrial flooring plank, asphalt tile flooring 
and transite movable partitions. 

Copies of this book, Form GI-6A, are avail- 
able upon request to Johns-Manville, 22 East 
40th Street, New York City. 


Marmon-Herrington Catalog 

An illustrated booklet describing all-wheel 
drive converted Ford motor vehicles has been 
issued by the Marmon-Herrington Company, 
Inc., Indianapolis, Indiana. 
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NEAR EVERY 
PUBLIC UTILITY 
AN IBM 
SERVICE BUREAU 


trained and equipped to help in this emergency 


| me to be enrolled in the Nation’s service, utilities are taking 


on bigger and bigger tasks that are vital to our national effort 
.. . Fact-finding jobs inevitably grow out of emergencies. These 
peak analytical jobs need not be assigned to staffs already heavily 
burdened with regular work . . . IBM Service Bureaus in all prin- 
cipal cities are trained and equipped to help utilities with overflow 


accounting, research and fact-finding work .. . 


FOR SERVICE CALL NEARBY IBM SERVICE BUREAU 


Rate Analysis 
Market Research 
Physical Inventory 
Personnel Studies 
Material Analysis 
... and other studies 


INTERNATIONAL BUSINESS MACHINES CORPORATION 


Offices in ee Principal Cities 
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SAVE 50% 
IN TIME AND MONEY WwIt#H 











THE ONE-STEP METHOD 


OF BILL ANALYSIS 











HAT effect is the national defense program having on your bill dis- 
tribution? Analysis of customer usage data will provide the answer to 
this important question. In addition to a knowledge of the existing situation, 
certain trends may be disclosed, a knowledge of which may be of considerable 
importance to you under circumstances where the picture is rapidly changing. 


The One Step Method of Bill Analysis is ideally suited to meet the needs 
of this problem. It does away with the necessity for temporarily acquiring, 
training and supervising a large clerical force. Our experienced staff plus our 
specially designed Bill Frequency Analyzer machines can turn out the job in 
a few days and at the cost of only a small fr-ction of a cent per item. 

We will be glad to tell you more in detail about this accurate, rapid and 
economical method for obtaining a picture of your customer usage situation. 
Write for a copy of the booklet “The One Step Method of Bill Analysis.” 


Recording & Statistical Corporation 
Utilities Division 
102 Maiden Lane, New York, N. Y. 
Chicago Detroit Montreal Toronto 
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RUBBER 





AXLE MAINTENANCE 
would have prevented this! 


“Hurry it up” is right! Now — when 
every truck, every trailer is vital for 
victory — unnecessary breakdowns on 
the road must be avoided. It’s every 
owner’s and operator’s duty to keep 
his equipment in shape —to keep it 
rolling! That’s where A.M. (Axle 
Maintenance) comes in. We’ve had 
plenty of experience — practical ex- 
perience — testing — studying ways 


and means of caring for axles, brakes, 
tires and other vital points of trucks 
and trailers for better service and 
longer life. Now we’ve assembled 
many of these facts in a new booklet, 
“How Tires Affect Axles,” free for the 
asking. Every truck owner, dealer and 
service man will find it helpful. Write 
for it today. 


TIMKEN AXLES 


THE TIMKEN-DETROIT AXLE CO., DETROIT, MICHIGAN 
WISCONSIN AXLE DIVISION, OSHKOSH, WISCONSIN 
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HOW MUCH ALUMINUM we are making now 
is a censored secret. We are determined it 


shall be sufficient to the need. 


HOW MUCH WILL BE AVAILABLE, after the war, 


is idle talk now. 


THE PRICE OF ALUMINUM is the thing that’s 
important. It is important to the war, 
because our reduction of the price of ingot 
from 20c to 15c is saving the Government 


many millions of dollars a year. 


THAT FIVE CENTS doesn’t make aluminum one 
whit more useful for war purposes—only 


more patriotic. 


BUT IT DOES MAKE aluminum terribly im- 
portant to the peace. Real peace means jobs 
for all. Jobs-for-all come into being only when 
people want to buy and can buy: Which 


means new things, better things, at a price. 


THE JOB IMAGINEERING is the word we have coined to 


ALUMINUR, 1S - describe the thinking which is used to get 
ETENSE, 
: BEING 


a on | c ALCOA 
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those new things ready. Imagineering is 
letting your imagination soar and then 
engineering it down to earth. Imagineering 


needs tools as well as brains. 


THAT FIVE CENTS we’ve lopped off the price 
of aluminum, so far, has more potentialities 
of creating new things and better things, at 


a price, than any single thing we know of. 


THAT'S WHERE YOU COME IN, You are the 


man who. You are the man America is 


[ALCOA| 


counting on to make the jobs Americans are iALCO 


going to need. You are the man who is going 
to do the Imagineering, in your specialty, 
that is going to win the place for yourself, 


your employees, your associates. 
YOU ARE GOING TO DOT, and we hope you 
are going to let Alcoa help. We can, and 


we want to. 


Aluminum Company of America, 2134 


Gulf Building, Pittsburgh, Pennsylvania. 


ALUMINUM 
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: TYPE PQ DIAPHRAGM CONTROL. For TYPE DA-35 TEMPERATURE CONT; 
TYPE 125 LIQUID LEVEL CONTROL. Suit- regulation of liquid levels from changes Used with blower fan eoplications ty 
able for use on Transformers. in head pressure. transformers, 


SWITCH PROTECTION 
A WAR TIME NECESSITY 


Automatic controls play a vital part in domestic and industrial engineer- 
ing. They assume special importance during war time emergencies. 
Time, and the efficiency of both man and mechanical power must 
be conserved. 
The mission of a Mercoid Mercury Switch in an automatic control is 
to assure longer life and greater dependability—minimizing the need 
for attention after the control is in service. Mercoid Controls lend them- 
selves to quick installation and adjustment, all of which are invaluable 
contributions in a time of national crisis. 
Mercoid Switches, the distinguishing feature, used exclusively in all 
Mercoid Controls, are especially designed types of hermetically sealed 
mercury switches. They are not affected by dust, dirt, moisture or cor- 
rosive gases, nor are they subject to open arcing, oxidation, pitting or Betore 
sticking of contacts—common causes of trouble. mstant 
Keep these important facts in mind when selecting automatic controls. owl 
The line is complete and our cooperation is at your service. 3. He 
iijustme 
THE MERCOID CORPORATION * 4213 BELMONT AVE. « CHICAGO, ILL. = 
These : 
atures 
nger f 
rough 


GEN 


INDUS: 
OL 


No. 855 EHT EXPLOSION-PROOF THER: TYPE 970 EXPLOSION-PROOF CASE TYPE 76 EH EXPLOSION-PROOF 
MOSTAT. Line voltage type. for Temperature and Pressure Controls TRIAL LIQUID LEVEL CONTROL. 
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Before shipment to you, every GENSPRING 
mstant-Support Hanger for power piping is indi- 
dually tested at the factory under load-and-travel 
aditions that duplicate the actual service specifica- 
ms. However, should you find it necessary, field 
Hjustments up to +16% of the hanger’s rated load 
easily made. 
These are only two of the manufacturing and design 
atures that make GENSPRING the outstanding 
mger for today’s high-temperature power service. 
trough unique engineering design GENSPRING 


Hangers provide constant support for piping in 
every “hot” and “cold” position. The weight of pipe 
is always in perfect balance...transfer of vertical 
vibration to the pipe structure is eliminated ...the 
safety factor of the complete piping system is effec- 
tively maintained. 

Investigate the exclusive advantages of GEN- 
SPRING Constant-Support Hangers available to 
support loads from 250 to 8500 pounds. Grinnell 
Company, Inc., Executive Offices, Providence, R. I. 
Branch offices in principal cities. 


GENSPRING CONSTANT-SUPPORT HANGERS BY GRINN ELL 


wuHenever PIPING is invotveo 
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OPERATE YOUR DOORS FROM 
ANY REMOTE-POINT! 


The rugged Kin- 
mear/Motor 
Operator Does 
the Work! 


i 
You ‘ean speed up traffic, step up efficiency, and boost savings in 
labor+time in your plant with doors that can be opened from any 
number, of convenient points! And Kinnear Rolling Doors have 
many other advantages. They open upward, saving valuable 
floor, wall. and ceiling space, and staying out of reach of damage. 
Their rugged, all-steel, interlock- = 

ing-slat construction has proved its 

remarkably long life and low main- 

tenance — and. it gives you extra 

protection against\fire, intrusion, 

sabotage, wind, weather and acci- 

dental damage. Built.any size, to 

meet any service door réquirement 

in old or new buildings. Write ‘for... 

details or recommendations. Sénd.\’ 

for Catalog! 


The KINNEAR MFG. CO. 
2060-80 FIELDS AVE., COLUMBUS, OHIO 


SAVING WAYS 
IN DOORWAYS 
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“Thar’s gold in them thar hills’’ 


There’s money 
in those 
gtow flows, too! 


: ’, 7 “group of %” Water Meters, 
A untested for 26 years, was tested, re- 
ed and. ye ored to service, the Water De- 


pea was. promptly 
digh complaint ice’ 
adthe™ chief Re ae 
$; dverag ing o/s Fein <i some $4.30 
per“quarter to each normal water bill. 
-" sis showed this leakage’ to total 
j jals. per home per quarter — all water 
wasted, and previously not paid for because 
of inaccurate, insensitive water meters. 


Upon repairing these leaks, 99% of all 
bills dropped back to normal and water waste 
and pumping costs were reduced. The total 
parts-cost of repairing the 26-year-old meters 


averaged $4.45 per meter — in 18 months the 
meters paid for their repairs. 


NEPTUNE METER COMPANY - 50 West 50th Street - NEW YORK CITY 
Qranch Offices in CHICAGO, SAN FRANCISCO, LOS ANGELES, PORTLAND, ORE, DENVER, DALLAS, 
KANSAS CITY, LOUISVILLE, ATLANTA, BOSTON. 

Neptune Meters, Ltd. 345 Sorauren Avenue, Toronto, Canada. 
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Now Available 


EFFECT OF THE 
NATIONAL EMERGENCY 
UPON UTILITY 
RATE REGULATION 


A Volume Containing the Entire 1941 Convention Proceedings 
of the 


NATIONAL ASSOCIATION OF 
RAILROAD AND UTILITIES COMMISSIONERS 


Including round-table discussions and reports on other timely and 
important subjects: 


Rate Adjustments Under the National Emergency—Cooperation Between 

the Federal Communications Commission and State Commissions in 

Special Studies of Telephone Regulatory Problems—Transporta- 
tion Problems in the National Emergency (including border 
problems)—Trends in Public Utility Finance—Power 
Problems Under the Defense Program—lIntegra- 
tion of Utilities Under the Holding Company 
Act—Accounting and Valuation Prob- 
lems These and others 
$6.00 

COMMITTEE REPORTS SEPARATELY PRINTED AND OTHER 1941 PUBLICATIONS 
OF THE NATIONAL ASSOCIATION OF RAILROAD AND UTILITIES COMMISSIONERS 
Resulatory: Standards £01 WUNty SECU ooo bss. cc osnin seen scenccceeRe ae ee wee eeeseed $1.50 
Comparative Srigies Or Wily. CONUS ANG UROUES 6 Fo 5s cock orc 00 bdo vieie ove b oiduig slveb tlveeeses 1.50 
Report of National: Defense: Program Committee ....00...sccsccecccccwestececceccccs 1.0 
Report of Committee on Developments in Regulatory Law ..............ccceeeeeeeeeees 1.00 
Interpretations of Uniform System of Accounts for Electric Utilities, E-2, E-3, E-4 ...... 1.00 
Interpretations of Uniform System of Accounts for Gas Utilities, G-1, G-2, G-3, G-4 ... 1.0 
Interpretations of Uniform System of Accounts for Water Utilities, W-1, W-2, W-3, W-4.. 1.50 
SE TRG POSTAL NENTS ICAIE 35g iansgwie e's Se pia cone aia tinid le clueshie’y © Coed ae sce ee SUS eR cases o's J 
Report of Committee Cooperating With the Federal Communications Commission in Spe- 

Cal Telepnpne weciulatory, ETO Diem c5.5 5 5.6.04 os ct.okc kc bed ea eel PR aco e kee ces Wh) 
Report of Committee on Uniform Motor Freight and Railroad Classification ..........-- Wh) 
Renort or Comiarster On ValtatiGn 64 <ieisis:e.scseik oS 0 5.0.06: 5G V8 Aw mates PU EA wrebieeec 1.0 
Report of Committee on Cooperation between State and Federal Commissions .........- 1.0 
Annual Report Forms For Electric Utilities ($2) Gas Utilities ($2) Water Utilities ($2) 

Combination of two ($3) of all three ($4.50) 

(Where remittance accompanies order we pay forwarding charges) 


NATIONAL ASSOCIATION OF RAILROAD AND 
UTILITIES COMMISSIONERS 
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150,000 HP Francis Turbine 


for Grand Coulee Project 
(SHOP HYDROSTATIC TEST—230 LB. PER SQ. IN.) 


YDRAULIC TURBINES 
FRANCIS AND HIGH SPEED 
RUNNERS 
BUTTERFLY VALVES 
POWER OPERATED RACK RAKES 
GATES AND GATE HOISTS 
ELECTRICALLY WELDED RACKS 


Newport News Shipbuilding and Dry Dock Company 
(Hydraulic Turbine Division) 


Newport News, Virginia 
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PROFESSIONAL DIRECTORY 


® This Directory is reserved for engineers, account- 
ants, rate experts, consultants and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design and construction. 

















THE AMERIGAN APPRAISAL GOMPANY 


INVESTIGATIONS, APPRAISALS AND STUDIES 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE: SAN FRANCISCO 
and other principal cities 











DAY & ZIMMERMANN, INC. 
ENGINEERS 
PHILADELPHIA 


PACKARD BUILDING 








vesox FOTO, BACON & DAVIS, anc. ware case 


CONSTRUCTION £ APPRAISALS 
OPERATING COSTS ngineers INTANGIBLES 


VALUATIONS AND REPORTS 
NEW YORK PHILADELPHIA WASHINGTON OLEVELAND OHIOCAGO 








J. H. MANNING & COMPANY 


taDeyir’ ENGINEERS Pe Bue 


Business Studies Purchase—Sales Valuations 
New Projects Management Reorganizations 
Consulting Engineering Mergers 

Public Utility Affairs including Integration 











SANDERSON & PORTER 
ENGINEERS AND CONTRACTORS 
Design and Construction of Industrials 
and Public Utilities. 
Reports and Appraisals in Connection 


With Management Problems, Financing, Reorganization. 
New Y San 


BARK 


DESIGN 
BETTERN 
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Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 











STONE & WEBSTER ENGINEERING CORPORATION 


DESIGN AND CONSTRUCTION 
REPORTS * CONSULTING ENGINEERING ° APPRAISALS 


BOSTON e NEWYORK e CHICAGO 
SAN FRANCISCO 


e HOUSTON e PITTSBURGH 
LOS ANGELES 








THE J. G. WHITE ENGINEERING CORPORATION 


ENGINEERS AND CONSTRUCTORS 


Steam Power, Hydroelectric and Industrial Plants 
Examinations, Reports and Appraisals 


NEW YORK 


NEW ORLEANS 








BARKER & WHEELER, ENGINEERS 


DESIGNS AND CONSTRUCTION — OPERATING 
BETTERMENTS — COMPLETE OFFICE SYSTEMS — 
MANAGEMENT — APPRAISALS — RATES 


11 PARK PLACE, NEW YORK CITY 
36 STATE STREET, ALBANY, N. Y. 


EARL L. CARTER 


Consulting Engineer 


REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 
Public Utility Valuations, Reports and 
Original Cost Studies, 


910 Electric Building Indianapolis, Ind. 








BLACK & VEATCH 


CONSULTING ENGINEERS 


Appraisals, investigations and _ re- 
ports, design and supervision ef con- 
struction of Public Utility Properties 


4706 BROADWAY KANSAS CITY, MO. 


ROBERT E. FOLEY 


Erecting Engineer 


Telephone Lines—Rural Lines—Fire Alarms— 
Transmission Lines 


48 Griswold St. Binghamton, N. Y. 











H. T. CANFIELD 
ENGINEERING ASSOCIATES 


E ic and Busi Reports 
Investigations, Valuations, Cost Studies, Rates 
Regulatory Problems and Proceedings 


61 BROADWAY NEW YORK 











Francis S. HABERLY 
ENGINEER 


Appraisals—Original Cost Accounting— 
Rates—Depreciation—Trends 


122 SoutnH Micuican Avenug. Cnicaco 
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JACKSON & MORELAND 
ENGINEERS 


PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 
DESIGN AND SUPERVISION VALUATIONS 
ECONOMIC AND OPERATING REPORTS 


BOSTON NEW YORK 








JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 


Appraisals - Investigations - Reports 
in connection with 
rate inquiries, depreciation, fixed capital 
reclassification, original cost, security issues 








SLOAN & COOK 
CONSULTING ENGINEERS 


120 SOUTH LA SALLE STREET 
CHICAGO 


Appraisals—Original Cost Studies 
Depreciation, Financial, and Other Investigations 








DAVEY TREE TRIMMING SERVICE 


7 


JOHN DAVEY 
Founder of Tree Surgery 


Keep ‘em Falling 


We mean the trees that endanger 
your lines — and the branches 
that have carried new growth up 
into your wires. You can't risk 
service interruptions now. Call in 
Davey men. 


Always use dependable Davey Service 


DAVEY TREE EXPERT CO. 


KENT, OHIO 


DAVEY TREE SERVICE : 














J. W. WOPAT 


Consulting Engineer 
Construction Supervision 


Appraisals—Financial 
Rate Investigations 


1510 Lincoln Bank Tower Fort Wayne, Indiana 











PUBLIC UTILITIES 
FORTNIGHTLY 


is read every other week by the key 
men in the utility industry. Keep 
your name before them by being a 
regular advertiser in our Professional 
Directory. 


Rates Will Be Sent Upon Request 











INSIST ON 


Far SONS 


Papers 
FOR YOUR 


Forms 
Records 
Stationery 


Superior Quality 
MADE FROM COTTON FIBERS 


PARSONS PAPER CO. 


HOLYOKE - MASSACHUSETTS 


Mention the FortNIGHTLY—It identifies your inquiry 
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FEDERAL UTILITY REGULATION ANNOTATED 


(FURA) 


The Public Utility Holding 
Company Act of 1935 
as administered by the 
Securities and Exchange Commission 


1935 to 1941, Inclusive 


A Section by Section Treatment 
of the Act, with 


(1) Effective SEC Rules 

(2) Annotations of Commission 
and Court decisions 

(3) Supplemental notes 


OTHER FEATURES: Historical introduction, 
personnel of the Commission since organiza- 
tion (1934-1941), complete alphabetical list of 
subsidiaries of holding company systems, rules 
of practice, comprehensive subject index, an- 
nual pocket supplements. Price, $12.00; in com- 
bination with Public Utilities Reports, $10.00. 


AND TO KEEP YOU UP TO DATE: 
FURA - CURRENT SERVICE = SEC 


A continuing record issued twice a month, with special issues as required. 








© Summaries and analyses of commission and court decisions 

@ Special studies of financial aspects, policies and practices 

© Comments upon observable regulatory trends and tendencies 

© References to and excerpts from addresses by members and staff 

© Brief reviews of pertinent articles in periodical literature 

@ Notes on legislative proposals and congressional debates 

® Guides to collateral material of interpretative or suggestive value 

@ All dependable information clarifying or expounding the Commis- 
sion's work 


Subscription price $25 a quarter, including convenient binder and 
quarterly, cumulative index. 





PUBLIC UTILITIES REPORTS, INC. 


1038 MUNSEY BUILDING 
WASHINGTON, D. C. 
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The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs, 
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Aluminum Co. of America 
American Appraisal Company, The .. 
American Coach & Body Co., The 
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*Babceck & Wilcox Co. 
Barber Gas Burner Company, The 
Barker & Wheeler, Engineers 

Bayer Company, The 
Black & Veatch, Consulting Engineers 
*Brown, L. L., Paper Co. 
Burroughs Adding Machine Co. ..............2.....-0--- 13 
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Canfield, H. T., Engineering Associates ................ 
Carpenter Manufacturing Company 

Carter, Earl L., Consulting Engineer 

*Cities Service Petroleum Products 

Cleveland Tr h Company, The ..... 
Combustion Engineering Company, Inc. 
Connelly Iron Sponge & Governor Co. 
Crescent Insulated Wire & Cable Co., Inc. 
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Davey Tree Expert Company 

Day & Zimmermann, Inc., Engineers 
Dicke Tool Company, Inc. 
Ditto, Incorporated 
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Egry Register Company, The 

Ehret Magnesia Mfg. Co. ............ Inside Back Cover 
Electric Storage Battery Company, The 

Elliott Company 
*Ethyl Gasoline Corporation 
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Foley, Robert E., Erecting Engineer 
Ford, Bacon & Davis, Inc., Engineers 


G 


General Electric Company 
Grinnell Company, Inc. 
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Haberly, Francis S., Engineer 
Hoosier Engineering Company 
I 


International Business Machines Corp. .............. 41 
International Harvester Company, Ine. ................ 25 
I-T-E Circuit Breaker Co. Inside Front Cover 
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Jackson & Moreland, Engineers ....00 
Jensen, Bowen & Farrell, Engineers ..... 
Johns-Manville Corporation 
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Kerite Insulated Wire & Cable Co., Inc., The .. 
Kinnear Manufacturing Company, The 
Koehler Manufacturing Company 
*Kuhlman Electric C y 
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Manning, J. H. & Company, Engineers ........ 
*Marmon-Herrington Co., Inc. 

Merco Nordstrom Valve C 
Mercoid Corporation, The 
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National Association of Railroad and Utilitie 
Commissioners 


Neptune Meter C y 
Newport News Shipbuilding & Dry Dock Com- 
pany 
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Parsons Paper C pany 


Pennsylvania Transformer Company ............... 
Pittsburgh Equitable Meter Company ......... 
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Railway & Industrial nm «eae Company ... 
Recording & Statistical Corp. . 

Remington Rand, Inc. 
Ridge Tool Company, The ....................... 
Riley Stoker Company 
Robertshaw Ther tat Company 
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Sanderson & Porter, Engineers ............-.---s0-0« 
Sangamo Electric C pany 

Sargent & Lundy, Engineers 

Sloan & Cook, Consulting Engineers 

Sprague Meter Company, The .............0-00- sae 


Stone & Webster Engineering Corporation ....... 
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Timken-Detroit Axle Co., The .......--..-:.--- 
*Todd Combustion Equipment, Ine, .........--0-- 
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Vulcan Soot Blower Corp. ........-.-.-:---------- 
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yes lectric & Mfg. Co 
Westinghouse Electric oe naa 
White, J. G., Engineering Corporation, The 
Wopat, J. W., Consulting Engineer ......-—--~ 
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R UNDERGROUND PIPE LINES 


HEAVY, GALVANIZED SHEET METAL ae 


HIGH-MELTING-POINT ASPHALT 
A FULL INCH THICK ee a 


CANVAS JACKETED 
85% MAGNESIA 
INSULATION 


PIPE AS 
SPECIFIED 


The high insulating efficiency of 85% Magnesia with the 
inch-thick protecting layer of Asphalt ensures for Ehret’s 
Durant Insulated Pipe a long and trouble-free life of service. 
Added to this inherent value are 10 points of advantage 
that make Ehret’s D.1.P. outstanding for underground service. 


1 !nsulation protection is absolutely § No rollers or pipe supports re- 
dependable. quired. 


2 Permanently waterproof. 7 Tile or masonry protection not 
3 No sub-drains required. Complete required. 


water submersion does no harm. = Minimum trenching and field work. 
4 Corrosion and electrolysis elim- 
inated. 9 No breakage or waste of material 


5 In multiple lines, individual Durant Se. 
pipes can be added, removed or 10 Field costs are much lower than 
replaced without disturbing those of tile, tunnel and similar 
others. systems. 


Send for the Ehret D.L.P. Booklet. It gives complete information on 
this modern system for underground insulated piping. 


EHRET MAGNESIA MANUFACTURING COMPANY 


VALLEY FORGE + PENNSYLVANIA 


TRIBUTORS IN ALL PRINCIPAL CITIES 


8 page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





-« - TO. HELP SOLVE TODAY'S ELé 
TRANSMISSION AND DISTRIBUTION 
LEMS. How to cope with increases in tr; 


sed ELECTRICAL sion line voltages, longer lines, more ex 


interconnections . . ., these are only a 
TRANSMISSION today’s problems covered in the new “Bil, 


AND Transmission and Distribution Reference} 
Here in one single volume, covering [94 


D i S T RIB U T . o N tant subjects, you get the cumulative expe 


REFEREN C E of America’s leading power company eng 
and equipment and manufacturers, Wr 


eke) Ks ee this valudble new book today. 


@ EVERY CENTRAL STATION 
ENGINEER SHOULD HAVE A 
COPY ... over 550 pages 
of practical up-to-the-min- 
ute. information .. . hun- 
dreds of figures, drawings, 
illustrations and diagrams Fe : ; 
. . - 19 important subjects ae “hs Canine 
each compiled by an ex- Eos -vouse Electia 
perienced, practical man , aN... 
... big, 9 by 12 inch size 
for easy reading . : . strong, 
attractive pebble grain 
cover... 


ePRICE om, %5 


: sRing comeae 

” ae EUECTRIG & MANUFACTURING“ 
inane Kant Pitteburgh, Penneyivarss ‘ 
£ : : 


Time Saver for the Central Station ings 





